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The Administration 


of English Assets 


Trust companies, banks, or individual execu- 
tors administering estates containing English 
assets are invited to consult with us with respect 
to the use of the facilities of our English sub- 
sidiary, Guaranty Executor and Trustee Com- 
pany, Ltd., London, in the administration of 
English assets. 


Guaranty Trust Company 
of New York 


Capital Funds, $360,000,000 


140 Broadway 
New York 15 


‘Fifth Ave. at 44th St. Madison Ave. at 60th St. 
New York 18 New York 21 


40 Rockefeller Plaza 
New York 20 
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MANAGEMENT: AGENTS for INVESTORS 


Are They Directing Men and Machines to the Best Mutual Benefits? 


Editorial 


ORE and more, in recent years, the 
M emphasis has been on People. The in- 
telligent managers of industrial Capital 
have realized that the best of machines 
are of no more than salvage value without 
the human operators and the human cus- 
tomers. The banker and the investor have 
had this brought home to them whenever a 
physically good plant or mill, mine or rail- 
way has had to reduce its interest or divi- 
dends, either because the equipment and 
tools were not productively used or because 
there were not enough able and willing cus- 
tomers for the products. 


A primary job of today’s financial and in- 
dustrial trustees is to evaluate the needs 
and just deserts of the human brain and 
muscle power that make our mechanized 
horsepower useful. And given an under- 
standing of the investor’s contribution, the 
employees who use these machines will ap- 
preciate their obligation to use them effi- 
ciently, both to increase their “take-home” 
in real instead of merely paper wages, and 
to repay their debt to the people—often 
themselves included—whose savings and in- 
vestment made these burden-saving tools 
possible. 

This millenium will come when the work- 
er looks at his machine as a powerful part- 
ner in achieving the production of the most 
possible goods of the best possible quality 
at the lowest possible price. But right now 
he too often believes that the more he works, 
the better job he does, the more he enrichs 
some unhuman thing called a Capitalist, and 
the more he is a sucker. And no one likes 
that reflection in the mirror. 


[t isn’t enough to sound off about The 
American Way or our great freedoms or 
how much better we live than the peasants 
on the backward steppes of Russia. They 
have important morals and historic truths 
to offer, but the average American today 
wants to know about tomorrow—will he be 

ie to get ahead if he works well and 
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saves? Is this goal called Productivity 
worth the effort? 

The good employee knows how to operate 
the machine so that it will turn out the 
most and the best product. But what he 
wants to know in return is whether manage- 
ment knows how to operate him so that he 
will be proud of his accomplishment and 
benefit by it. The average workman doesn’t 
mind seeing someone else share in the prof- 
its of his greater productivity, but he nat- 
urally wants to share in it himself, either in 
increased take-home or future security. 


The great difference in viewpoint seems 
to arise from the fact that the worker can 
see his produce—it is right before his eyes 
—hbut it is something elise to see what the 
stockholder and the manager provide. Any 
management worthy of its hire, any repre- 
sentative of the stockholders and the bond- 
holders, has a major obligation to give him 
that answer. 


If management cannot do that, they 
should be removed by the representatives of 
the stock and bond investors. What more im- 
portant use have they as agents of the mil- 
lions who have invested their savings? A 
$50,000 machine can be efficiently operated 
by a $50 a week operator, so if a $50,000 
manager cannot efficiently operate a $50 a 
week man, and make the combination pro- 
vide more for the operator and for the own- 
er of the machine, he is what in war-time 
they called Expendable. 


It is high time that the banks and trust 
companies, as professional representatives 
of the investors who provide American 
workmen with the best tools in the world 
see that they are used to the best advantage. 
Most of the men and women who operate 
these tools are the best workers in the 
world, or could be if they understood what 
teamwork meant, and had confidence in the 
management. Whether they meet their po- 
tential or not is the difference between profit 
and loss for all of us. 





MID-WINTER TRUST CONFERENCE REPORT 


Emphasis on the Humanities and Family Welfare 


OME 1673 trust officials, from thirty- 
S eight states, Canada and Bermuda, filled 
the sessions of the American Bankers As- 
sociation’s 29th Mid-Winter Trust Confer- 
ence to capacity last month at New York’s 
Waldorf-Astoria. Delays in availability of 
several manuscripts precluded their inclu- 
sion with the majority last month; they 
are reported in the following pages, as are 
the Shop Talk Sessions. 

It was significant to note that, like other 
recent business and professional confer- 
ences, this convention was marked by more 
emphasis on the business and personal as- 
pects than on the technicalities. In his stel- 
lar presentation, Mayo Shattuck, sounded a 
typical keynote in illustrating the necessity 
for departure from the traditional “boiler- 
plate” instruments and over-sanctity of 
principal in these words: 

“.. Because the old instruments, partic- 

ularly in their worship of principal as a 

brass idol, were not meeting the needs 

of this infinitely more complex life!” 


The Humanities of trusteeship, and their 
application to employees as well as to bene- 
ficiaries, took the lead from the proverbial 
red-tape intricacies and brought out such 
stimulating analyses as that by Thomas 
Spates of General Foods Corporation on 
the role of business leadership in this same 
complex world. 


The technical aspects were ably repre- 
sented, but even here—asin the 
Close Corporation discussion 
by A. H. Parker — emphasis 
was on the family effects. Tax- 
ation became more a matter 
of social policy than of statis- 
tics, with recognition that the 
proposed integration tax law 
would place selling effort on 
management ability more than 
on dollar savings possibilities. 

Economic trends came in 
for some of their deserved 
share of consideration. Dr. 
Marcus Nadler’s penetrating 
and encouraging analysis mer- 
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ROBERT M. ALTON 


its review in setting the focus for study 
of forthcoming events in this sphere. 
George Sokolsky, keen observor of social 
and economic affairs, drew a forceful pic- 
ture, in his luncheon address, of the way 
in which power, originating in money man- 
agement, had switched from the local bank- 
er to the federal government. He remarked 
how removing judgment on the economic 
uses of wealth from the hands of com- 
munity financial leaders to political lead- 
ers has provided the fertile soil for press- 
ure groups and concurrent bureaucracy. 
Citing the fear of risk as a basic danger, 
Mr. Sokolsky stressed the parallel between 
wide default of individual freedoms to the 
paternalistic care of the all-powerful State. 


A growing interest in the public rela- 
tions potentialities and needs of trustee- 
ship and banking was apparent to some ex- 
tent in the program, but more definitely in 
the cloak-room commentaries. Another 
point of concern frequently raised was that 
of the date of the conference, many com- 
menting that attendance would be _ both 
easier and larger if the meeting came after 
the tax Ides of March, when the weather 
might also be more charitable. 


Trust Division President Robert M. Alton 
of the United States National Bank of 
Portland, Oregon, the program committee 
and Deputy Manager Merle Selecman again 
provided a popular and stimulating contri- 

bution to the advancement of 
professional trusteeship which 
reports from all sections of 
the country prove is gaining 
far wider public appreciation. 


Dates for two Regional Con- 
ferences of the A.B.A. Trust 
Division have been announced 
by President Alton. The Paci- 
fic Coast and Rocky Mountain 
States meeting will be held at 
Portland, Ore., October 13-15. 
The Mid-Continent Trust Con- 
ference will meet at Chicago, 
November 4 and 5. 


TRUSTS and ESTATES 





EFFECTS of PROPOSED TAX INTEGRATION 


A. JAMES CASNER 
Professor of Law, Harvard University 


UR system of private property is doom- 

ed if the present trend toward tax con- 
demnation of the trust device continues. 
If tax features of the trust idea are elim- 
inated, donors may unwisely change the 
location of the tax burden, i.e. the estate 
owner may not make the kind of transfer 
which he should. 

A law taxing the owner of property on 
the income therefrom for the rest of his 
life, even though the property were dis- 
posed of completely, would be shocking, 
especially if made retroactive. Yet, in the 
light of what has already happened, the 
suggestion is not altogether fanciful. For 
example: 


In 1936, A created an irrevocable trust 
for the benefit first of his wife, then of 
their children, with ultimate remainders 
over, so that no reversion or possibility of 
reverter existed. The trust company named 


trustee was given the power to amend the 


agreement. Then came the Clifford case 
and its confusing progeny of decisions 
which eventually led to promulgation of 
Treasury Decision 5488. 


T.D. 5488 adopted an entirely new policy 
with respect to the application of the Cliff- 
ord doctrine. Whereas that principle was 
based on multiple factors (term of trust, 
relationship of beneficiaries, powers in 
grantor), the new regulations employed a 
single factor test, going far beyond the 
judicial decisions. Moreover, the rules were 
made retroactive to existing trusts. 


While grantors were given a reasonable 
time within which to release powers re- 
sulting in tax to them, in the illustrative 
case, the grantor has no power; the power 
to amend resides in the trustee which could 
not release it at A’s request because it has 
a duty to the beneficiaries. 


Thus we have a situation where at the 
time of the transfer the tax consequences 


Editorial summary of address at Mid-Winter Trust Con- 
ference, American Bankers Assn., Feb. 11. 
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were clear—the transfer was complete. Yet 
new rules are applied retroactively. There- 
fore, the possibility of a law such as indi- 
cated at the outset is not fanciful. 


INTEGRATION 


HE Treasury Proposal for integration 
‘Let the estate and gift taxes and corre- 
lation with the income tax is basically 
sound. It is designed to provide a single 
transfer tax, payable at the time the trans- 
fer is deemed complete. Until complete, 
the grantor remains liable for income tax. 


While it is highly desirable to eliminate 
the confusion resulting from lack of cor- 
relation, the important question is: What 
is a completed transfer and when is it 
considered completed? It is on this point 
that the proposal goes astray. T.D. 5488 
is mild in comparison with it; step by 
step, the Proposal goes in the direction of 
rendering it impossible to make a com- 
pleted transfer before death. 


To illustrate: Under T.D. 5488, a ten- 
year or less term is a condition of income 
taxability to the grantor. But under the 
proposal, the duration of the trust is ir- 
relevant for income tax purposes so long 
as there is a reverter to the grantor. 


Again, under the present law, a power 
to revest the income or principal in the 
settlor, exercisable in conjunction with a 
person having a substantial adverse inter- 
est, shifts the income tax to the beneficiary. 
For estate purposes, a transfer is taxable 
if the power is held with another, regard- 
less of adverse interest. But under the 
Proposal, it makes no difference who holds 
the power; so long as the power exists in 
anyone, the transfer is deemed incomplete 
and the grantor remains liable for income 
tax. What gift can one make that cannot 
be transferred back by the donee? The 
next step is the hypothetical law mentioned 
at the outset, with the result of preventing 
any gift by precluding the shift of the 
tax load. And if the Proposal is made re- 
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troactive, then we have the fanciful ques- 
tion. 


Within certain limits, the Proposal em- 
bodies fair play. For example, if a trans- 
fer was complete under present law (i.e. 
the income and estate tax shifted) the new 
rules would not apply. If, however, only 
one tax were shifted under existing princi- 
ples, the new tests would be applied to the 
past transfer. Although, the Proposal 


would grant a grace period for release of 
powers, it is not always possible to do so. 
Even if it were, the law would have the 
effect of making people change their prop- 
erty dispositions for tax reasons only. 


The suggested law would give relief to 
grantors who are taxed on trust income by 
requiring the trustee to pay over to the 
grantor the tax which the latter must pay 
on such income (on a pro rata basis), sub- 
ject to certain limitations. The relief is 
not complete, otherwise it could be impos- 
sible safely to administer trusts. There is 
some opinion that this phase of the law is 
unconstitutional as taking the property of 
one person to pay the tax of another. 


EARLIER COMPLETION 


NDER testamentary trusts today, a 
trustee can be given discretion to dis- 
tribute income, and there will be no tax on 


WEIMAN & LESTER PHOTO SERVICES 


A.B.A. TRUST DIVISION OFFICERS 
AT MID-WINTER CONFERENCE 


Secretary Merle E. Selecman; former Pres- 
ident Evans Woollen, Jr., now vice president 
of the A.B.A.; Vice President Harry M. Bardt; 
Executive Committee Chairman John W. 
Remington. 


the beneficiary unless the income is actu- 
ally distributed. But how much of a step 
would it be to say that the trustee is sub- 
ject to the beneficiary’s will and therefore 
the beneficiary is liable for the tax irre- 
spective of. distribution? Such a develop- 
ment would make the trust highly undesir- 
able as a family settlement. 


If the Proposal passes in its present 
form, if the trend is not changed to rec- 
ognize the point of completed transfer 
nearer to the time of release of legal con- 
trols—then the death knell is sounded for 
any form of irrevocable trust. No one could 
afford to take the chance of creating one. 
There are many objectives which people 
should be able to accomplish and can do 
so only through an irrevocable trust, but 
they will be precluded from doing so be- 
cause of the tax consequences. 


All of us should do what we can to have 
the line drawn where it will be possible to 
preserve freedom of disposition of accumu- 
lated wealth. 


Double Taxation of Dividends 


ENERAL ELECTRIC stockholders were 

recently reminded that no income except 
corporate dividends is subject to double tax- 
ation. G E enclosed a dodger with the last 
dividend mailing that explained the com- 
pany’s price policies and urged stockholders 
to write their Congressmen requesting mitiga- 
tion or elimination of the present double tax- 
ation inequities while the House Ways and 
Means Committee has such legislation under 
consideration. 


The dividend enclosure explained that the 
Company’s income is taxed at 38%, leaving 
62% available for corporate purposes and for 
distribution to stockholders. The portion dis- 
tributed as dividends is subject to individual 
income tax rates ranging from 19% to 86.45%. 
Applying these rates to the 62% balance 
remaining after payment of the corporate 
tax, there is an additional tax equivalent to 
11.8% to 53.6% of the original income from 
which dividends are paid. The total of the 
double tax, therefore, assessed against the 
Company’s earnings distributed as dividends, 
ranges from 49.8% to 91.6% of such original 
corporate income. 


TRUSTS and ESTATES 





SHOP TALK SESSIONS 


New Business — Investments —- Taxation —- Small Departments 


(Editorial summary of informal sessions at Mid-Winter Trust Conference, 
American Bankers Assn., Feb. 10, 1948) 


NEW BUSINESS 
E. S. MACNEILLL, trust officer, The Continental 
Bank & Trust Co. of New York, Leader 


(At this session, the four panel members pre- 
sented ten-minute accounts of a phase of trust de- 
velopment in which they have recently special- 
ized.) 


SMALL ESTATES 
L. H. ROSEBERRY, vice president, 

Security-First National Bank of Los Angeles. 

In 1947, we secured 2,304 will appoint- 
ments, covering a total of $91,903,000. This 
represents an increase of 1,732 wills and 
$65,000,000 over the figures for 1943, the 
year before we instituted our Small Estates 
advertising campaign. At the same time we 
received 150 trusts (about $10,000,000) 
more than in 1943. While the theme of the 
campaign is small estates, the average size 
of the appointments received in 1947 was 
$48,000. 


Our gross income has risen steadily. In 
1947, it was $160,000 (9%) over 1946; the 
latter figure was 26% higher than the pre- 
vious year which in turn was 38% above 
the 1944 amount and this was 57% better 
than the 1943 total. Net income, which is 
about 26% of gross, slipped about 1/10 of 
1% in 1947. The advertising campaign 
cost $25,000 for each of the past four years; 
for 1948, the budget is $29,000. 


There is no difference in the probate pro- 
cedure for small and large estates. We can 
administer a $1,000 estate at a cost of $50, 
which leaves us a margin of $20 profit on 
the statutory fee of $70. The attorney re- 
ceives the same fee as the executor. 


No trusts are permitted under “small 
wills” which are limited to one page with 
simple instructions. We do not have a 
standard will. One-half hour is allotted to 
the conference with the customer. 

We have not established a minimum 
amount on small trusts; we are considering 
the common trust fund. 


MARCH 1948 


TRUST FORUMS 


CLARENCE E. SAMPLE, trust officer, 
Mercantile National Bank, Dallas 


(See Mr. Sample’s address in Feb., 1947 
Trust and Estates and Mr. MacNeill’s in 
Dec., 1947 for details of the Trust Forums 
conducted by Mr. Sample in 1946.) 


Greater interest was shown, both by the 
public and the bank’s officers, in the second 
series of Trust Forums held by our bank 
last Fall. A total of 934 persons, including 
duplications, attended the four evening 
meetings. The cost to the bank, not includ- 
ing the cost of the printed transcript of the 
discussions, was $787.22, or $3.38 per per- 
son. 

After the series was concluded, we sent 
a questionnarie to those who attended. All 
who replied were emphatic in their state- 
ments that the discussions were helpful 
and expressed the desire to come again. It 
was learned that 27% of the respondents 
attended all four sessions, a like number 
participated in three, 22% went to two, 
while 14% took in only one meeting. 

On the, question of which was the best 
meeting, 43% voted for taxes, 22% for 
business insurance, 18% for wills and 16% 
for functions of the fiduciary. 


COOPERATIVE EDUCATION 


HARVE H. PAGE, second vice president, 
The Northern Trust Co., Chicago. 

The extensive activities of the Public 
Relations, Committee of the Corporate Fi- 
duciaries Association of Chicago are made 
largely possible by the fact that it has 
available to carry out its ideas the services 
of the Director of Public Relations of the 
Illinois Bankers Association whose salary 
is paid in part by the fiduciaries group. 
The following is a review of the work of 
the Committee thus far: 

1. The Speakers Bureau has_ perhaps 
provided the most immediate results. In 
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1947, nine officers from six banks spoke 
to 47 business and women’s organizations 
aggregating 2,460 persons. (See Dec., 1947 
Trust and Estates, p. 502 for further de- 
tails.) 

2. The lectures conducted in cooperation 
with the Chicago Bar Association have 
been extremely successful and we have de- 
cided to present skits at alternate meetings. 
(See Dec., 1947 Trust and Estates, p. 502 
for additional data.) 


3. In cooperation with the State Bar As- 
sociation, a pamphlet was prepared on the 
desirability of making a will. This was 
sponsored by the Bar but paid for by. the 
banks which distributed many thousands 
of copies to the public. 


4. Cultivation of newspaper financial edi- 
tors has been sparked by Dewey M. Beck, 
the Director of Public Relations. The pur- 
pose is to urge the editors to mention the 
name of the bank appointed under a will 
and also to lay the groundwork for preven- 
tion of distorted stories, particularly on 
litigation. 

5. The second session of the Trust De- 
velopment School conducted in cooperation 
with Northwestern University was held 
last Fall. The interest in this program has 
been so widespread that the third session 
this. year will be sponsored by the State 
Trust Division rather than the Chicago 
group. 

Projected activities of the Corporate Fi- 
duciaries Association of Chicago include 
closer work with the law schools. The idea 
of a will drafting contest has been aban- 
doned and a lecture course on the practical 
aspects of will probate is now being consid- 
ered by the deans of the five schools con- 
cerned. 

Also on the program is a series of six 
lectures on wills, taxes and trusts before 
the Women’s Financial Forum, to be fol- 
lowed by four on commercial banking. 


ATTORNEY RELATIONS 
A. M. MCNICKLE, vice president, 
Fidelity Trust Co., Pittsburgh. 

A survey among ten leading trust new 
business solicitors reveals that they com- 
plete an estate plan before submitting it 
to the prospect’s attorney. There is little 
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if any criticism of this approach by the 
lawyers with whom these men have dealt. 
Unless the customer objects, the trustman 
reveals all the data to the attorney at the 
time of presenting the plan for the latter’s 
comments. 

(In response to a query by the Leader, 
it was observed by John M. Zuber of In- 
dianapolis that a similar survey conducted 
by the F.A.A. Bulletin some time ago indi- 
cated that the trustmen then questioned 
endeavor to bring the attorney into the 
estate planning picture as early as pos- 
sible.) 


SMALLER TRUST DEPARTMENTS 
GILBERT T. STEPHENSON, Leader. 


The question of smaller trust depart- 
ments vs. larger ones is much the same as 
Fords vs. Cadillacs. There is a need for 
both. While some of the big departments 
have impressive asset figures, the bulk of 
the load is still carried by the small trust 
departments: 65.6% of all trust depart- 
ments have total assets under $1 million; 
83.5% under $5 million; and only 400 de- 
partments in the entire country have over 
$10 million. 

There are many banks whose balance 
sheet runs from 10 to 15 million, but whose 
trust departments are only a million or 
less. This is an encouraging condition and 
not discouraging as some people tend to 
regard it. Usually a low ratio of trust 
assets to commercial deposits indicates that 
there is much more that can be done in 
trust promotion. The money and potential 
are probably there; it is only a matter of 
going after the business. However, in some 
cases there is no market for services no 
matter how intensively it is solicited. 

Smaller banks are interested in finding 
ways in which the large metropolitan trust 
companies can help them with their invest- 
ment problems. However, many of these 
banks want the thinking behind the invest- 
ment analysis as well as the suggested list 
of securities from their big correspondents. 
And to date no practical method of passing 
on this thinking has been devised. 

The big banks are faced with a multitude 
of problems in connection with giving their 
correspondents investment lists and advice. 
If the investment officer buys a security 
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on such a Jist and its market value declines, 
he is quick to blame the bigger bank. Good 
advice is acceped with little comment or 
taken for granted, but if unforeseeable 
market conditions or internal decisions ad- 
versely affect the market value of several 
issues, the bigger bank has lost consider- 
able prestige and goodwill. A bank with a 
wide-spread system of small correspondents 
has to beware of selling advice breaking 


the market to the disadvantage of their. 


own customers. 

Every smaller trust department must do 
its own thinking behind every investment. 
The background and approach will vary 
with the type of account and status of each 
beneficiary. Legal restrictions in various 
locales complicate the picture still further. 
The only possible solution in view is for the 
large correspondent to have a group of 
travelling contact men and analysts cover- 
ing the country. Although this solution 
does not answer all of the problems involved 
nor relieve the small trust man of his re- 
sponsibilities, it is being tried by several 


metropolitan banks in the hope that the 
costs of such an operation can be worked 
down to a reasonable level. 


Suggestions and recommendations were 
heard on the problem of selecting the most 
practical and economical filing systems for 
the department with limited staff. The re- 
port on the survey conducted by the Smaill- 
er Trust Departments Committee of the 
Pennsylvania Bankers Association (Jan., 
1948, Trusts and Estates p. 74) was dis- 
cussed at length and suggestions based on 
the results of that survey were made. 


INVESTMENTS 
RICHARD P. CHAPMAN, executive vice president 
Merchants National Bank of Boston, Leader 


HE views expressed by the panel mem- 

bers toward the prudent investment of 
an account with a requirement for income, 
were essentially conservative. While the 
percentage that would be allotted to com- 
mon stocks varied, a consensus was that 
twenty to twenty-five per cent would now 
seem appropriate, even for accounts where 
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the maximum of such holdings in a more 
favorable period might extend to forty per 
cent. Where common stocks had not been 
reduced at the higher prices which pre- 
vailed at some times during the past year, 
there was little disposition to cut back un- 
less some fundamental change had become 
evident in a particular company, whose 
stock was held. 

That preferred stock holdings and partic- 
ularly new purchases should be confined to 
high quality issues, was generally agreed. 
The 3% and 4 per cent preferred stocks 
uttered during the cheap money period of 
recent years, though of top quality and 
available at a discount, were not regarded 
as attractive. Rather, the callable stocks of 
the better operating utility companies and 
industrials with convertible features, such 
as the recent Monsanto Chemical issue, 
were favored. 

On the fixed income and maturity side, 
sentiment was bearish on long term bonds. 
It was felt that up to fifty per cent of the 
amount invested in bonds might better be 
held in maturities of ten years or less. 
Among the suggestions for the shorter ele- 
ment of the bond account, there were men- 
tioned—U. S. Treasury bonds and ecertifi- 





TWO BIT CONFERENCE 


“The 29th midwinter Trust Conference of 
the American Bankers Assn. was in session in 
the Waldorf. I stepped into an elevator loaded 
with vice presidents who sported badges with 
their names and titles, ‘Trust Officer,’ ‘Invest- 
ment Advisor,’ etc. As we reached the main 
floor, wondering what gigantic deals were 
being put across in the banking business, one 
delegate inquired: ‘Have any of you gentle- 
men change for a quarter?’ ”’ 

FRANK FARRELL, in N. Y. World-Telegram, Feb. 16. 
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cates, quality railroad equipment certifi- 
cates, Canadian obligations payable in U. 8S. 
dollars and commercial paper. Some of the 
panel members would hold cash up to ten 
per cent of the value of the account for 
reserve buying power. 

Insurance stocks in the fire and casualty 
field were a special group accorded favor- 
able mention. 


TAXES 

HE session on Taxes was conducted by 

Paul E. Farrier, assistant vice-presi- 
dent, First National Bank of Chicago, and 
Edward H. McDermott of McDermott, Will 
& Emery of Chicago. Considerable time 
was devoted to a review of the problems 
presented by the Clifford Regulations. 
There was general agreement on the need 
for clearer legislation on the subject. 


Where the widow is given the use of 
testator’s real estate, without any provis- 
ion granting her a life estate, it was sug- 
gested that it might be advantageous to 
treat the property as business property 
rather than as a life estate. Rent would 
then be charged to the wife and deprecia- 
tion could be taken by the estate. 


Booklet on Joint Tenancies 


THE TRUST DIVISION of the California Bankers 
Association is distributing a 31 page booklet 
entitled, “Joint Tenancies in California,” pre- 
pared under the supervision of the Committee 
on New Business Development and written by 
Walter L. Nossaman of the California Bar, a 
practicing tax attorney and author of the 
widely used textbook, “Trust Administration 
and Taxation.” Mr. Nossaman is California 
legal editor for Trusts and Estates. 


The center spread carries a popularized con- 
densation of the basic information in the book- 
let, set off with drawings. An appendix carries 
citations for the use of attorneys. The purpose 
of the booklet is to inform the public, and 
those who advise the public, of the dangers 
of a careless use of joint tenancies. 


The Association has mailed a copy of the 
booklet to every attorney, title insurance, trust 
and escrow company in the state and each 
member of the California Real Estate Assn. 
Local trust institutions are distributing it 
to life underwriters, accountants, security 
brokers, building and loan associations, and the 
general public. 
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HARRY WINSTON, INC. 
Estates 
pewelry andl P. rectous a ee 


* * * 


The firm of Harry Winston, Inc. has been for many 
years the foremost purchaser of jewel estates through- 
out the world. 


We offer the services of our experts who are especially 
qualified to appraise and purchase jewels of all types. 


REFERENCES: 


The Commercial National Bank & Trust Co. 
46 Wall Street, New York City 


Manufacturers Trust Company 
513 Fifth Avenue, New York City 


HARRY WINSTON, INC. 


New York Office: Los Angeles Office: 
7 East Slst Street 601 Jewelry Trades Bldg. 
New York 22, N. Y. Los Angeles, California 


MARCH 1948 





TRUST BUSINESS in the UNITED STATES 


GILBERT T. STEPHENSON 
Director, Trust Research Department, American Bankers Association 


the continental United States, or one 
for every five of the 14,814 banks in the 
country. These institutions, as of recent 
dates, are administering $36,162,161,448 of 
property in personal trust accounts, the 
equivalent of one dollar for every four of 
the $157,252,518,000 of bank deposits as of 
January 1, 1947. . 


Two-thirds, (1951) of these trust de- 
partments are handling less than $1,000,- 
000, and account for only 1.2% of all the 
trust business. There are approximately 90 
banks with not more than $1,000 in trust 
assets. The 114 institutions administering 
over $50,000,000 represent more than 80% 
of the business. Nearly 75% of the total is 
accounted for by the 68 departments which 
hold over $100,000,000. 


There is at least one trust institution in 
988 counties, or one out of three of the 
3,071 in the United States. 


48% of the trust institutions are national 
banks; they hold 31.7% of the business; 
20% are state member banks with 52.9% 
of the business; 27% are non-member in- 
sured banks with 6.4% of the business; 
4% are neither member nor insured banks 
and they account for 9% of the total trust 
funds. 


Tas oc are 2,976 trust institutions in 


QUESTIONS RAISED 


HESE statistics should put bankers and 

trustmen on inquiry as to the future. 
Are there enough trust institutions in the 
United States? Are there too many in 
some areas? 


Another problem revealed by this sur- 
vey is the lack of a uniform basis for val- 
uation and: classification of trust assets. 
For example, many banks use one dollar for 
each parcel of real estate or no-par stock, 
so that the 36 billion figure does not repre- 
sent the true total. However, three factors 


Editorial summary of address before Mid-Winter Trust 
Conference, American Bankers Assn., Feb. 9. 
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may lead the way to much needed uniform- 
ity: 

1. Regulation F requires the trust com- 
mittee to value the departments as- 
sets at least once a year. 

. Trust institutions which adopt the 
pay-as-you-go plan of annual compen- 
sation on principal will necessarily 
require a realistic valuation basis. 

. Common trust funds require periodic 
valuation. ' 

A final question raised by this study is 
whether the market for trust business has 
been adequately tapped. Given a reasonable 
time for will appointments to mature, and 
as a general rule only, the volume of trust 
assets under administration should equal 
the bank’s deposits. 


WHERE To LooK FoR ANSWERS 


Ii the search for answers to these queries. 


there are varying roles to be played. 
depending on the nature of the inquiry, 
by the individual bank, the A.B.A. Trust 
Division, state and local trust associations, 
and state bankers associations. On the mat- 
ter of availability of trust service, the 
following plan is suggested: 


The state bankers association should ap- 
point a joint commission of trustmen and 
bankers under the chairmanship of an ag- 
gressive individual who is interested in 
the trust business. This commission should 
make a thorough study of the trust busi- 
ness in the state and make a complete re- 
port to the full association on what can be 
done to make existing trust service access- 
ible and adaptable to the needs of the 
people, and where, if at all, should new 
trust departments be established. Approp- 
riate steps should then be taken to carry 
out the commission’s recommendations. 

In this connection, the work of the Penn- 
sylvania Committee (see Jan., 1948 Trust 
and Estates, p. 74) and of the recently ap- 
pointed Alabama and West Virginia Com- 
mission, should be of great value. 
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COMMON TRUST FUND DEVELOPMENTS 


Ten Year Record Proves Value 


CARL W. FENNINGER 
Vice President and Director, Provident Trust Company, Philadelphia 


EN years of experience show that com- 
fren trust funds are practical and valu- 
able tools in the management of trust 
estates; that they have provided broad di- 
versification of investment with lowered 
costs of administration; that they have 
afforded, because of the diversification of 
investment, a more stabilized form of trust 
investment than was possible where each 
fund was invested by itself. 


Despite the fact that common trust funds 
were primarily designed to meet the needs 
of small and medium-sized trust funds, the 
development has been in the large centers 
and large institutions. Thus, these funds 
have accomplished to a degree the purpose 
for which they were set up in large centers 
and large trust institutions, but have not 
done so except to a limited extent in smaller 
institutions. There are two main reasons 
for this: 

First, smaller institutions feel that a 
complicated bookkeeping system is essential 
in order to comply with the regulations 
and that the burden and cost is out of 
proportion to the value of the fund. 


The second difficulty seems to be that of 
investment management. While in a broad 
sense the investment problems of common 
trust funds are similar to those existing in 
individual funds, there is this main differ- 
ence—in many of the smaller communities 
normal trust investments are of: a local 
character which would not lend themselves 
to use in common trust funds. These funds 
call for investments having a high degree 
of marketability and this involves the con- 
sideration of many factors quite beyond 
local conditions. 


UsE By SMALL INSTITUTIONS 


institutions having common trust 


Ai examination of the figures of small 


Excerpts from address before, Mid-Winter Trust Con- 
ference, American Bankers Assn., New York. Feb. 10. 
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funds leads one to believe that even though 
only a few hundred thousand dollars may 
be involved, the funds are feund worth 
while and valuable adjuncts to the admini- 
stration of trusts. However, it is import- 
ant that we should give attention to this 
question and find methods of overcoming 
these difficulties. 


It has been suggested that something 
might be done along the line of authoriz- 
ing common trust funds for general use 
of corporate fiduciaries centrally managed 
and controlled. Walter Wyatt, when general 
counsel for the Federal Reserve Board, 
made a suggestion of this kind. Since that 
time there have been further discussions 
of the possibility of some such move and 
it is hoped that it may be fully explored 
by our Committee on Common Trust Funds. 
It is conceivable that if some such plan 
can be developed it might greatly increase 
the usefulness of common trust funds to 
the benefit of both trust institutions and 
their trusts. 


ACCOUNTING METHODS 


ied and a solution found is that under 
the regulations of the Federal Reserve 
Board an accounting of the common trust 
fund must be made annually and made 
available to those interested in accounts 
having participations. This does not in 
some jurisdictions provide ultimate pro- 
tection to the fiduciary in the operation of 
the fund. 


In most jurisdictions a fiduciary receives 
a final acquittance for each of the accounts 
in his care through proper court procedure. 
Where acquittances are obtained in ac- 
counts having participations in common 
trust funds such ultimate protection would 
be obtained. However, some trustmen have 
been concerned over the fact that in either 
interim or final accounts the operation and 
administration of the fund might be 


\ NOTHER point which should be stud- 
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brought into question, thus opening up for 
investigation its policies, management, and 
investments. 


When the present common trust fund 
law was developed in the State of New 
York, this question of accounting was con- 
sidered and the law provided for an annual 
accounting of the common trust fund as 
such, the theory being that each year 
through the process of accounting the fidu- 
ciary would receive an acquittance so that 
if at a later date the filing of an account 
in an individual estate were made in which 
shares in a common trust fund were held, 
there ‘could be no opening up of the com- 
mon trust fund prior to the last accounting. 


Unfortunately the New York Act has not 
yet been cleared although there have been 
contradictory decisions. It is hoped that 
some method of final accounting year by 
year can be worked out. 


INVESTMENT EXPERIENCE 


URING the last ten years common 

trust funds have not experienced the 
kind of depressed security market which 
existed during the early 1930’s, and we 
measure in our minds what the position of 
the funds would be should we have a repe- 
tition of such market conditions. 


However, some commingled funds existed 
before the present common trust fund ar- 
rangements were set up and available rec- 
ords of these funds during the early 1930’s 
indicate that they fared substantially better 
than many trust funds invested on their 
own without diversification made possible 
by the commingled fund. 


The regulations provide that securities 
becoming non-income producing may be 
segragated and held for the benefit of those 
at the time participating in the fund so as 
to avoid “freezing” the fund. If this segra- 
gation plan is followed, it will cause diffi- 
culty in the administration of funds, but 
this can be avoided by prompt sale of the 
securities which become non-income pro- 
ducing. And since the proportional interest 
of an individual trust in any given security 
in a fund is quite small, the possibility of 
any serious harm coming to any fund as a 
result of the sale even at a loss is quite 
remote. 
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EDUCATIONAL PUBLICITY 


N the beginning we stressed the useful- 
| hes of common trust funds to people of 
small and moderate-sized estates—a field in 
which they are the outstanding contribu- 
tion of many years. 

The objection to the use of the common 
trust fund as a business-building medium 
was logical and reasonable during the early 
days and it is probably still true that we 
should move forward in our use of them 
for this purpose with caution and reserve. 
However, it is true that if these funds are 
to serve their fullest purpose they should 
be more full known. This can only be 
done by educating people as to their value. 


Trust business as such is not a very 
profitable business. There is a definite limit 
to the charges which can be made for serv- 
ices so the reduction of expense is of vital 
importance in our operation. The experi- 
ence with the common trust fund has dem- 
onstrated that it does reduce expenses; that 
through its use costs of handling small ac- 
counts can be minimized. Indeed it looks 
as though it were the only method through 
which they may be handled without loss. 


While common trust funds are still in 
their infancy we know that never in the 
trust business have we had a major devel- 
ment with as great value in the accumula- 
tion and conservation of savings. 


The common trust fund presents a me- 
dium for investment of trust funds which 
is of great social benefit from the public 
standpoint and of material effectiveness in 
the administration of trust funds and 
should, therefore, be fostered. 


New York Bank Mergers in Offing 


FOLLOWING ANNOUNCEMENT last month of the 
proposed purchase of The Continental Bank 
& Trust Co., which has been approved by 
Superintendent of Banks Bell but awaits ap- 
proval by Continental’s shareholders, came 
word on March that Bank of New York 
and The Fifth Avenue Bank will merge if 
the necessary ratifications ensue. 

The latter institutions are two of the oldest 
banks in New York. The combined house would 
be known as Bank of New York-Fifth Avenue 
Bank. Present personnel and customers rela- 
tions would not be disturbed. 
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PROOUCTS 


Johns-Manville Reports 
Inereased Production 


Expansion program brings results 


in helping meet nation’s needs 


REATER production of building and industrial 
materials was the big accomplishment of 
Johns-Manville in the record year 1947. 
Production of badly needed items was 114 to 5 
times that of pre-war 1940. 


Two new plants were completed and put into 
operation. 

Two other plants were started and will be pro- 
ducing in 1948. 

More than a thousand separate improvement and 
expansion projects were completed in 16 plants 
across the country. 


These were some of J-M’s efforts to increase the 
supply of goods needed to help offset shortages. 


Record Sales 


Sales were $134 million compared with $92 mil- 
lion in 1946. 


Profits were 7%o cents per dollar of total sales. 


More Employes 
Employes numbered 18,500 compared with 15,800 
in 1946. 
Higher Payrolis 
Payrolls amounted to $5314 million compared 
with $3914 million in 1946. 
Expanded Research 
Additional buildings were rising at the new J-M 
Research Center, biggest of its kind in the world. 
Moderate Price Increases 


Moderate price increases were required to help 
offset skyrocketing costs of production. But aver- 


1RCH 1948 


age prices of Johns-Manville building materials 
since 194] have increased less than half as much 
as has the average for building materials in general. 


J-M’°s Annual Statement 


Here are the highlights of Johns-Manville’s an- 
nual statement for the year 1947:* 


TOTAL INCOME 


For all costs 
(except as shown below) 


$134 million 


$ 63 million 


To employes for 
salaries and wages $ 53% million 


To government for taxes $ 8% million 
To stockholders in dividends.$ 44% million 
Reinvested in the business....$ 5% million 


* Earnings after taxes were $3.23 per share of 
common stock after adjustment for a three-for- 
one split of the common stock in May, 1947. 


* Taxes were equivalent to $2.87 per share of com- 


mon stock. 
7 7 


Johns-Manville will continue to do everything pos- 
sible to meet the demands for building and indus- 
trial products and to provide greater value for the 
consumer dollar. 


Monation: 


CHAIRMAN OF THE BOARD 
JOHNS-MANVILLE CORPORATION 


*Those desiring more complete information should refer to a booklet 
containing the formal Annual Report to Stockholders which we will 
be glad to furnish on request. Address: Johns-Manville Corporation, 
22 East 40th Street, New York 16, N. Y. 





LEADERSHIP and HUMAN RELATIONS 


The Ingredients of Modern Personnel Administration 


THOMAS G. SPATES 
Vice President, General Foods Corp. 


HIS is about people at the places 

where they work—all the people on the 
payroll, from the chairman to the chairwo- 
man—about the sort of leadership in bank 
and other places, that make them want to 
keep or reject the American system of gov- 
ernment and enterprise. 


The next depression is not the only 
threat to our national security, against 
which the most enduring bulwark of de- 
fense is sound personnel administration. In 
our enforced competition with the philoso- 
phy of Totalitarian Communism, we haven’t 
been doing so well lately, Communist pene- 
tration into virtually every field of indus- 
try is growing, and the authority of the 
director of the FBI, the percentage of 
Communists is higher in this country today 
than it was in Russia in 1917. 


We can distill out of volumes of literature 
and years of accumulated experience, 
twelve essential ingredients of sound per- 
sonnel administration. Each of these ingre- 
dients supplies a basic need in the minds 
and hearts of people at all levels of organ- 
ization. Their validity should be tested by 
your own individual experiences. 


WHAT Do WE BELIEVE IN? 


1. Character and moral code of the busi- 
ness: No less than 95% of all the people 
on the payroll prefer to be on a team that 
is sparked and motivated by high ideals. 
They respond with unbelievable enthusiasm 
and loyalty to daily manifestations of intel- 
lectual honesty and fair dealing. They like 
to work for a company which employs law- 
yers to see to it that the business is con- 
ducted within the law rather than to help 
circumvent the law. They like to work for 
a company whose advertising rings true 
without the compulsion of statutory regu- 
lations. 


Excerpts from address before 29th Mid-Winter Trust 
Conference, American Bankers Assn., Feb. 10. 
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2. Principles of Organization committed 
in writing: Countless testimony supports 
the conclusion that the greatest single fact- 
or in the productivity of the individual is 
his mental attitude toward his boss. Em- 
ployes are entitled to know, in writing, 
what standards of conduct top management 
sets for itself and requires of bosses at 
all levels, and are equally entitled to know, 
in writing, what rights they have and what 
is expected of them. Among the companies 
in the United States that have the mini- 
mum of difficulty in recruiting and retain- 
ing personnel are those who have published 
personnel policies. 


DICTATION OR CONSIDERATION ? 


3. Consultation and Explanation: Even 
though decisions are, of necessity, some- 
times unpopular, negative consequences 
can be lessened by answers to the question 
“Why?” Many an industrial conflict has 
been precipitated by the bulletin board 
notice, with inadequate explanation, an- 
nouncing changes affecting the lives of 
people regarding which there was no ad- 
vance consultation. There is a terrific psy- 
chological impact upon people at all levels, 
in the practice of consultation and explana- 
tion. It can often make the difference be- 
tween individual creativeness, and sabotage. 


4. Keeping People Informed: Workers 
believe business profits to be many times 
greater than they are. It is not the fault 
of the workers. They are just not being 
informed regarding the economics of the 
business by those to whom they would nat- 
urally look for such information. They are, 
however, getting plenty of distorted facts 
from sources interested in sowing seeds of 
dissatisfaction with the American economic 
system. 


5. Freedom of Expression: At all levels 
of organization, barriers arise that prevent 
people from giving voice to their genuine 
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feelings. These barriers are like plugging 
the safety valve of a boiler. An effective 
grievance procedure is one of the remedies. 
Firing of bosses who are in the wrong 
(when all other measures have failed) will 
help to convince employes that they can 
speak their piece without jeopardizing their 
job security. 


PERSONAL SECURITY 


6. Environment of Self-Respect and Dig- 
nity: This has to do primarily with physi- 
cal environment. There are ample illustra- 
tions, some almost spectacular in their 
effect, upon the work habits and personal 
appearance of people, to justify the expen- 
ditures necessary in meeting this funda- 
mental need. 

7. Sympathetic Consideration: Emphasis 
has been placed upon training supervisors 
to handle the problems of people working 
under their direction, but little effort has 
been made to provide for sympathetic con- 
sideration of the problems of those in the 
various levels of supervision. The classic 


example of both the emphasis and the fail- 
ure is in the field of industrial foreman- 
ship. Foremen were taught so much more 
good than they were permitted to put into 
effect by their bosses that many of them 
gave expression to their resentment and 
frustration by joining unions. 

8. Certainty of Employment: It is the 
psychological rather than the financial as- 
pect of this ingredient that justified its 
inclusion here. 

9. Promotional Opportunity: This is not 
fulfilled merely by the statement of a policy 
of promotion from within. People like to 
have the answer to the questions ‘‘Where 
do I go from here?” and “By what route?” 
The necessary requirement is sound organ- 
ization planning and structure. 


KEEPING UP WITH THE TEAM 


10. Equitable Wage and Salary: A great 
deal has been done by banks and othérs 
in applying the techniques of job descrip- 
tion and rating to the lower echelons of 
organization. Relatively little has been done 


PERSONAL TRUSTS AND ESTATES 
IN NEW YORK STATE 


WE specialize in administering estates both large and small and acting 


as trustee of testamentary and inter vivos trusts. As oné of the nineteen 


banks comprising the Marine Midland Group located strategically within 


the State of New York, we are in position at all times to render a worth- 


while service in the personal trust field. 


THE MARINE TRUST COMPANY 
OF BUFFALO 


Buffalo's Oldest and Largest Commercial Bank 
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in the higher echelons, where it is quite 
likely the greatest inequities exist and 
where the morale effect is of costly import- 
ance in terms of managerial dissatisfac- 
tion. 

11. A Training Program: Investigation 
has shown that over 80 per cent of errors 
and failures are due to people who either 
Don’t Know, Can’t Do, or Don’t Care. Train- 
nig is the only known method that will fill 
the gaps in knowledge, skill and attitudes. 
Very little training is aimed at improving 
the competence of those in the higher eche- 
lons. , 

12. Recognition: This ingredient is de- 
signed to answer the question. . . “How am 
I doing”? From time to time everyone on 
the payroll wants to know how he is get- 
ting along along in the judgment of the 
boss. Most everyone can judge for himself 
with respect to an assigned task, but the 
more important interest is in the area of 
relationships with other people. Too often, 
at middle age and after long years of 
service, people are shocked by the news of 
their inadequacy and termination, without 
having ever experienced a periodic and sys- 
tematic review of performance. These are 
inexcusable examples of individual human 
tragedy which have reflected discredit 
upon the executive leadership. 


WANTED: FRIENDLY LEADERSHIP 


In those twelve essential ingredients of 
sound personnel administration there is no 
reference to either absolute wages or bene- 
fit plans. The source of sound personnel 
administration resides in -the conscience of 
leaders; it 
the spirit and the hearts of people. History 
offers no evidence that quantitative methods 
and rewards have ever provided the solution 
to qualitative problems. At this point I wish 
that I could rest my case. But I know from 
experience, and the disheartening record of 
the American Bankers Association in this 
highly specialized function of executive 
leadership, that many still aren’t convinced 
of the vital need of using your talents and 
influence to improve human relations at the 
places where people work. An article in 
the New York Times (October 27, 1946,) 
contained this statement. “Although 
there exists considerable resistance to cur- 
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is concerned primarily with 


rent efforts to organize the financial com- 
munity, most leaders in Wall Street accept 
the trend as inevitable.”” What an inspir- 
ing manifestation of leadership in human 
relations! There is overwhelming evidence 
to support the conclusion that Americans 
prefer sound personnel administration to 
unionism. Listen to some irrefutable evi- 
dence: 


(1) In “The Dynamics of Industrial 
Democracy”, published in 1942 after 
they had negotiated contracts with 828 
steel firms involving 660,000 members, 
Clinton Golden and Harold Ruttenberg 
said: ... “One of the compelling motives 
for union membership is the desire of 
workers to give their personalities dig- 
nity and their lives a meaning. They 
join unions to become something more 
than a check number that is ordered 
around as a piece of material is forged. 
They crave to be recognized as human 
beings, to be treated with respect, to 
be given the opportunity to find satis- 
faction in their daily work through the 
free play of their inherent creativeness, 
and to win the praise of their fellow 
workers and secure personal recognition 
and advancement of their ideas and their 
ability to think. The dynamic quality, 
the militancy and the crusading spirit 
of the labor movement, especially of CIO 
in the last decade, were nurtured by the 
failure of management to satisfy the 
non-economic needs of the workers.” 


DEMOCRACY STARTS, OR ENDS AT HOME 


(2) In the summer and autumn of 
1943 some 8,000 workers wrote to Read- 


ers Digest on the subject, “What is 
Wrong with Management?” The answers 
had a dominant theme that ran some- 
thing like this: “I am a human being— 
not a machine. I am a partner in Amer- 
ica’s war production. Why can’t manage- 
ment treat me as such? We are supposed 
to be shoulder to shoulder in a democ- 
racy, but management does not act that 
Way.” 

(3) In the New York World Telegram 
(April 11, 1947) George Gallup, director 
of the American Institute of Public 
Opinion, reported. . ..“The general public 
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thinks there are about as many things 
wrong with employers as there are with 
unions. The chief complaint against em- 
ployers was not what you might expect 
—low wages: More people named a 
broader, more inclusive fault, summed 
up in one reply typical of thousands: 
‘Businessmen keep thinking of labor as 
a commodity instead of as human beings. 
The reason people join unions is because 
they feel that the boss won’t pay any 
real attention to the welfare of the 
workers if left to himself. He’s got to 
be forced to do things’. 


It is a sad commentary on business lead- 
ership that in the 1940s Americans are still 
asking they be treated as human beings, 
in the places where they work. 


But there is even more than individual 
interest to motivate the progress of per- 
sonnel administration. With from 42% to 
50% of total expenses going to payroll, 
banking institutions have more to gain in 
reducing operating costs than do most 
manufacturers. 


Transcending in importance is the mo- 
tive for national survival within the frame- 
work of our Declaration of Independence 
and the Bill of Rights. 


For the attainment of those goals for 
which people everywhere have been striving’ 
since the early dawn, there is no substitute 
for sound personnel administration. The 
code it represents is creative and fulfills 
the needs of human beings. Sound person-- 
nel administration stands for principals 
that mankind has evoked out of hope and 
love for centuries, for the lack of which 
we might this very day be coolies of a 
master race, and by the neglect of which 
we may yet be servants of a totalitarian 
state. 


A PENSION PLAN, recently approved, covering 
some 10,000 employees of the Sherwin Wil- 
liams Company, will be administered by the 
Cleveland Trust Company. The entire cost. 
will be borne by the company. Employees will 
receive pensions at the retirement ages of 65, 
60 and 55 after service of 15, 30 and 20 years, 
respectively, the latter only upon disability. 
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ANNUAL REPORT 


Available Now 


The annual report of The Detroit Edison 
Company has just been mailed to stock- 
holders. It is an illustrated 32-page booklet 
which describes in detail the 1947 activities 
of the company which supplies light and 
power to the great industrial and farm areas of 
southeastern Michigan. If you are interested, 
we shall be glad to send you a copy of the re- 
port. Address 2000 Second Ave., Detroit 26, 
Mich., or our New York office at 60 Broadway, 


New York 4, N.Y. 


THE DETROIT EDISON CO. 
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TRUST OFFICERS: 


Let Us Bid 
for Estate Jewels 
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As Executor or Trustee, vour institution may at 
times be required to sell collections of diamonds 


and other precious stones. 


Will vou, therefore, place us on vour list ot 
bidders? And do not hesitate to ask for our 


assistance on appraisals. 


We maintain a constant, world-wide search for 
the best in diamonds and other precious stones 
to be redesigned into our own gorgeous creations 


of French artistry. 


VAN CLEFF & ARPELS 


World famous designers of precious jewelry 


744 Fifth Avenue, New York «+ PlLaza 5-0740 


PARIS . LONDON . PALM BEACH 





BANK REFERENCES: National City Bank, Manufacturers 


Trust Co., Central Hanover Bank and Trust Co., New York. 
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BANK PUBLIC RELATIONS 


Survey of Association Activities 


NATION-WIDE survey of the 1948 
Public Relations plans of state bankers 
and fiduciary associations reveals growing 
interest and activity. Six states have no 
Public Relations Committee and seventeen 
of the remaining forty-two have not re- 
ported plans as yet. The active Committees 
however, report ambitious programs rang- 
ing from distribution of public relations 
material among member banks to radio 
programs and movies. 
A synopsis of projected activities and 
the names of Committee Chairmen in the 
reporting states are listed below: 


CALIFORNIA 


The public relations relations program 
of the Los Angeles Chapter, American In- 
stitute of Banking is the broadest plan to 
establish good relations with educational 
authorities and students reported to date. 
Their program involves a city wide Bank 
Day and trips through local banks by the 
students. The complete program is reported 
on page 234 of this issue. Chairman, Na- 
tional Public Relations Committee, A.I.B.: 
George Clark, Farmers & Merchants Na- 
tional Bank of Los Angeles. 


CONNECTICUT 


Several years ago, New Haven banks 
sampled public opinion on banking in that 
area. The results of this survey were pre- 
sented to the State Bankers Association 
with a recommendation that action be taken. 
(July 1947 Trusts and Estates 6.) 
this Association has embraced a 
broad, long-range public relations program 
and employed professional counsel to assist 
in the execution and advise on matters of 
policy and practice. Although immediate 
objectives are included, the program adopt- 
ed is essentially low pressure and continu- 
ing, and has for its ultimate aim increasing 
the public appreciation of the services 
rendered to the public by Connecticut banks 
and trust companies. The Public Relations 
Committee and their counsel, Dudley L. 


Now 
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Parsons Company of New York, have been 
working on the main points contained in 
the overall plan: 


1. Enlistment of cooperation from indi- 
vidual members for the double purpose of 
multiplying the effect and improving local 
results for each member bank. 


2. Cooperation with ABA, FPRA, sav- 
ings banks, the financial press and other 
organizations having similar public rela- 
tions aims, ideas and materials. 

3. Safeguarding of fundamentals in our 
economic system; especially those dealing 
with currency, credit, and finance. 


4. Keeping abreast of changes ‘in the. 
public’s social thinking and recommending 
policy changes accordingly. , 

5. Improvement of the working environ- 
ment in banking institutions and communi- 
cation of these advantages to the labor 
market. Insuring the position of manage- 
ment, as employer, against encroachments 
by outside groups, union or government. 


6. Development of programs to teach 
employees how to present their banks and 
banking in the most favorable light at 
outside gatherings. 


7. Arousing public interest in the signi- 
ficance of banking and trust services to 
them. Adolescents as well as adults are to 
be reached in this campaign. Operating 
since last July the Committee reports these 
actions to date: 


(A) Calls on member banks to establish 
effective liaison with the banks, to open 
channels of communication regarding each 
bank’s specific problems, and to acquaint 
the Committee counsel with the extent of 
local problems and the individual bank’s 
facilities for handling public relations. 

(B) Regional conference for bank offi- 
cers on public relations problems and ap- 
proaches. Speeches to both employee and 
non-banking groups, and state-wide con- 
ferences on employee relations. 

(C) Effective liaison with other associa- 
tions established. 











(D) Adoption of the Posterama pro- 
gram, subsidizing it in over 75% of the pub- 
lic high schools in the state. This program 
is designed to fix fundamental facts about 
economics, banking and currency in the 
minds of all high school social science stu- 
dents. 

(E) Distribution of a publicity manual: 
“What is news, its preparation and distri- 
bution.” 

(F) Preparation and distribution of a 
periodic news letter containing public rela- 
tions, advertising and sales promotion facts 
and suggestions. (One issue, for instance, 
was devoted to the preparation of annual 
reports). 

(G) Preparation and distribution of 
advertising campaigns and mats to be run 
by banks over their own signatures in the 
local press. 

(H) Distribution of the Reserve City 
Bankers Opinion Survey and similar perti- 
nent material to member banks. Chairman: 
Winthrop W. Spencer, president, Colonial 
Trust Company, Waterbury. 

















DELAWARE 





The Committee made a survey of the 
needs for better public relations in the 
state. Summary of findings was mailed, 
with recommendations, to all members, ask- 
ing their consideration prior to the annual 
meeting: 

1. Employee Training — Regular meet- 
ing with employees to discuss all angles of 
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public relations. Distribution to staff of 
the A.B.A. booklet “Public Relations is up 
to You” and showing of motion picture and 
slide films on customer relations, courtesy, 
etc. 

2. Relations with Veterans — Careful 
and courteous handling of veterans’ loan 
applications and other personal contacts. 
Be available to give veterans financial ad- 
vice and counsel. Speak at meetings of Leg- 
ion, Veterans of Foreign Wars, and other 
such organization. 


3. Contact with Small Businessmen — 
Use A.B.A. library of Small Business -Aids 
as a means of better informing business- 
men customers and assisting them in meet- 
ing today’s changing economic conditions. 
Banks are helping small business-men to 
a considerable degree today but the public - 
must be informed of the fact. 


4. Labor — Banks are generally listed 
by the working man as on the side of 
management. An opportunity to present 
the banks neutral position should be crea- 
ted by cooperation with labor leaders and 
union groups, and the working man told 
what the bank can and does do for him. 


5. Schools and Colleges — Inaugurate a 
research project into the texts used in 
schools today and the light in which bank- 
ing is being presented. Institute a positive 
approach such as the Posterama program 
(see Connecticut). Revitalize the school 
savings program and emphasize the value 
of thrift to school children. Send speakers 
to address educational groups and classes. 


6. Farmers — With guidance and assist- 
ance of the Extension Service of University 
of Delaware, set up a program for bank 
farmer meetings on soil erosion, crop fi- 
nance, modernization loans, farming motion 
pictures, etc. Cooperate more closely with 
county agents in giving financial advice and 
counsel. 
7. Housewives — Offer assistance in ar- 
ranging home budgets and thrift programs. 
Explain money management and household 
financing through lectures or booklets. 

8. Pubilicity — Distribute material on 
what constitutes ‘news’ and how to handle 
it, suggest that banks designate one officer 
to handle publicity and build better press 
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relations. Review advertising programs for 
more emphasis on educational and public 
relations themes. 

It was also suggested that sub-commit- 
tees be set up to handle each division of 
the program. Chairman: Harry O. Gray, 
Asst. Treasurer, Wilmington Trust Com- 
pany, Wilmington. 


FLORIDA 


The five point program, as announced by 
the committee is designed to banks to: 


1. Hold frequent officer-employee confer- 
ences to discuss public relations practices 
and methods. 

2. Distribute to banks all available 
speeches, pamphlets and brochures on the 
subject of public relations. 

3. Contact the thought moulders, such as 
high school teachers, county agents and 
others, to tell the story of banking before 
meetings of civic groups and trade associa- 
tion gatherings. 

4. Organize a speakers bureau in which 
will be listed the names of bankers avail- 
able to address civic groups, high schools, 
youth groups and community gatherings. 


5. Cultivate close working relationships 
with newspapers and use radio facilities 
available locally. Chairman: Roy Ott, vice 
president, Florida National Bank and Trust 
Co., Miami. 


ILLINOIS 


The Public Relations Committee of the 
Chicago Corporate Fiduciaries Association 
has been working closely with the local Bar 
Association to promote better relations 
through a series of Forum meetings. A 
booklet on wills has been distributed to over 
200,000 citizens through the Association’s 
members, and plans are being laid to launch 
a similar pamphlet on life insurance in co- 
Operation with the local life underwriters 
association. A successful Speaker’s Bureau 
has been operating for several years, and 
present plans schedule a series of talks to 
law students by active trust officers. Details 
of the speakers bureau and the ‘war rela- 
tions program were reported on (pages 
502-3), in the December issue of Trusts and 
Estates. 
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PARKE-BERNET 
GALLERIES - Inc 


30 EAST 57TH ST., NEW YORK 22 


Dublie Auction Sales 


Specialists in liquidating at pub- 

lic auction art, literary and other 

personal property for attorneys 
trust officers and executors 


Unsurpassed gallery facilities 
Skilled, experienced personnel 
Effective, efficient methods 


HIRAM H. PARKE, President 
ArtHur Swann, LesuieE A. Hyam, Vice Presidents 


Illustrated brochure available to trust 
officers and law firms on request 


APPRAISALS FOR TAX 
AND OTHER PURPOSES 


MARYLAND 
TRUST COMPANY 


Federal Reserve System 
Since 1917 
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IOWA 


Iowa bankers have had in operation for 
several years, a clearing house for speeches. 
Periodical bulletins advise members of 
various speech outlines available for deliv- 
ery before different type groups. The list 
is revised from time to time to include 
additional material on timely banking top- 
ics. The Committee has been pushing this 
educational program as an excellent medium 
for putting the bank story before all groups 
through its most effective spokesman: the 
local banker himself. 


While the Committee’s movie program 
involving sound slide films, of the type 
just released by the Financial Public Rela- 
tions Association, is still in the planning 
stage, the radio series is in its second year 
of successful operation. Eight program 
scripts were chosen and recorded. A net- 
work of ten stations covering the state was 
selected and the scripts are presented in 
rotation and revised from time to time. No 
mention is made that the State Bankers 
Association is behind the series — every- 
thing, including the slogan “On any Finan- 
cial Matters, See your Local Banker”, is 


tied in to the local bank and its local people. 
Only 39 of the 661 banks in the state de- 
clined to participate last year in financing 
of the ratio series, which is done on a 
graduated cost schedule based on resources. 
Chairman: EF. F. Buckley, president, Central 
National Bank & Trust Co., Des Moines. 


KANSAS 


Realizing that the men below top level 
executive positions are the contact men and 
the key to the public’s opinion of bankers 
and banking, the Kansas bankers are plan- 
ning some original skits to be presented 
at nine meetings of the Association’s per- 
sonnel section. The skits stress some of 
important aspects of customer relations 
and will be given before the personnel ad- 
ministration and training men who in turn 
can relay information down to all personnel 
in contact with the public. Pending the suc- 
cess of the personnel skits, a similar en- 
deavor is being considered for the loaning 
officers of member banks. Chairman: Paul 
E. Sargent, executive vice _ president, 
Peoples State Bank, McPherson. 
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MINNESOTA 


It was felt that possibly the findings o! 
the Reserve City Bankers nation-wide sur- 
vey of public opinion on banking did not 
hold true in every respect for Minnesota, 
so a small scale survey has been undertaken 
to determine the specific problems faced in 
this area. After the survey is completed, 
the Committee plans to put out a booklet 
directed to the top management of Minne- 
sota banks, persuading them that public 
relations is and could be an important busi- 
ness factor. To give the booklet added 
weight, a competent speaker will address 
the annual convention in June on some 
phase of public relations and describe, 
quote and refer to it. Copies will be given 
to attending members at the convention and 
later mailed to all top bank executives 
throughout the state. The Committee is a 
new one, and intends to proceed cautiously, 
to sell bank management thoroughly on the 
need for a public relations program before 
proceeding to the program itself. Chairman: 
John deLaittre, vice president, The Farmers 
and Mechanics Savings Bank, Minneapolis. 


MISSOURI 


The Committee program for the year 
consists principally of selling the idea of 
public relations to bank management. Pro- 
grams based on this topic will be presented 
at various county organization meetings 
to be held throughout the state. Chairman: 
Alex Vetter, Asst. Treasurer, Central Mis- 
souri Trust Co., Jefferson City. 


NEW YORK 


The establishment of a State Bankers 
School of Public Relations was reported in 
the February issue of Trusts and Estates 
(page 144) as a major plank in the associa- 
tion program, which had also featured the 
Posterama campaign. New appointment of 
a nine-man administrative committee, con- 
sisting of six bankers and three educators, 
to establish procedures governing the or- 
ganization and operation the School has 
also been announced. Chairman: Harold F. 
Klein, vice president, Brooklyn Trust Co. 


NORTH CAROLINA 


The North Carolina Committee has de- 
veloped a series of bulletins to familiarize 


TRUSTS and ESTATES 





the public with banking proceedures, and 
is setting up a more adequate reporting 
system from various groups around the 
state. Among the going activities are: 

1. A Speakers Bureau with 42 active 
members, to supply civic and other groups 
who desire speakers on banking and related 
topics. 

2. A series of clinics throughout the state 
to which representatives of member banks 
are invited to discuss their public relations 
problems. Chairman: R. A. McPheeters, 
vice president and trust officer, Security 
National Bank, Greensboro. 


OREGON 


Like many of the other associations, the 
Oregon bankers initiated their program 
with a series of group meetings at which 
the emphasis was on public relations and 
the necessity for bank officers to hold staff 
meeting for educating employees on cus- 
tomer relations. Periodical bulletins have 
been mailed out as a follow-through. 

A sub-committee has been conducting an 
extensive study into the possibilities of a 
state-wide program of institutional adver- 
tising to be carried in addition to regular 
media schedules. The report of this sub- 
committee on the type of program to be 
launched, costs, media, etc. will be presented 
in the near future and their recommenda- 
tions acted upon. The banks in the state 
have responded well to the suggestions ren- 
dered by their Public Relations Committee. 

There are now 16 full time men, most 
of them college graduates, rendering special 
service in their trade areas to the farm 
customers of the banks they represent. This 
has been found to be a very worthwhile pro- 
ject and greatly appreciated by customers. 
Another plan under consideration at present 
is a 16 mm film program through which 
suitable public relations films would be 
made available to member banks for inter- 
nal and external use. Chairman: J. H. Irv- 
ine, cashier, First National Bank, Lebanon. 


TENNESSEE 


While no organized program as such has 
t been approved by the Public Relations 
‘ommittee in this state, newspaper stories 
lave been prepared and released, and good 
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relations with the press have been main- 
tained. The work of other group organiza- 
tions within the association, such as the 
Agriculture Committee, has also been of a 
public relations nature. Chairman: O. K. 
Leach, president, First National Bank, Lake 
City. 


VERMONT 

Budgetary restrictions have limited the 
activities of the Committee in this state to 
periodic letters and bulletins from the office 
of the Executive Secretary urging member 
banks to give attention to the creation of 
better public relations in their advertising 
and within their institutions. It is felt that 
Association sponsored radio programs and 
press releases would be beneficial, but 
actual planning of this type awaits a more 
adequate budget. Chairman: C. E. Brigham, 
president, Merchants National Bank, Bur- 
lington. 


VIRGINIA 


The Virginia Committee is concerned 
with maintaining the good will generated 
by banks during the period of war service, 
and educating the public about the func- 
tions of banking and particularly the rea- 
sons for various service charges. The Com- 
mittee felt that an educational program 
should be inaugurated in the high schools 
to insure against the time when banks will 
probably again be made the scapegoat for 
a recession. Sub-committees have been ap- 
pointed for liaison with the following spe- 
cific fields: 

(1) State Bankers Association and its 
committees. 

(2) Civic 
groups. 


clubs and _ parent-teachers 


(3) Colleges, schools and universities. 

(4) Groups and clearing houses. 

(5) Newspapers and radio. 

(6) County Agricultural Key Bankers. 

The Speakers Bureau has been a contin- 
uing function since 1945. Plans have been 
approved for establishing a monthly public 
relations information bulletin for distribu- 
tion to members, and for joint sponsorship, 
with the Agriculture Committee, of a state- 


wide public speaking contest. The contest 
would be set up with school, county, area, 
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and state finals. The local banks to award 
prizes in the counties, various groups 
would give the area prizes, and the State 
Association would award the state prize. 
Plans are also under consideration to send 
bank representatives to the graduating 
classes of high schools and universities to 
speak on Banking as a Career, and to ask 
banks already advertising on the radio to 


.run short commentaries on various phases 


of the Associations work. Chairman: R. C. 
de Rossett, vice president, Seaboard Citizens 
National Bank, Norfolk. 


WASHINGTON 


A print of the customer relations film 
“By Jupiter” has been purchased and is 
being shown to employees, customers, 
church groups, etc. by member’ banks 
throughout the state. Association members 
are serving as judges in oratorical and let- 
ter writing contests being conducted by 
the State Department of Conservation and 
Development. The Bankers Association is 
also putting up substantial War Bond prizes 
for the winners. Copies of good articles on 
public relations have been distributed to 
serve as a basis for lectures to employees 
and staff. Chairman: H. C. Bryant, vice 
president, Washington . Mutual Savings 
Bank, Seattle. 


This is the first compilation of results 
from a survey of programs operated or 
proposed by the Public Relations Commit- 
tees of State Bankers Associations and sim- 
ilar groups. Additional material will appear 
as more programs crystallize and are an- 
nounced. 


Speakers at the Fifth National Conference 
of Business Public relations Executives at 
New York’s Waldorf-Astoria last month out- 
lined the price and profit problems facing 
business today. 

Many of the 500 attending delegates com- 
plained that there was an abundance of con- 
structive philosophy and indoctrination but 
not enough on the specific treatment to be 
applied to the current problems explored. One 
ebserver commented that “the conference again 
served to dramatize the fact that the principles 
of public relations are universal and its tech- 
niques and methods adaptable to almost any 
organization regardless of its size or field.” 
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TRUST AGREEMENTS Are STUFFY 


Why Not A Simple Letter? 


LEON SCHAEFLER 
Finch & Schaefler, New York 


RUST agreements are stuffy. They are 

needlessly involved, complicated and in- 
comprehensible. They abound in circumlocu- 
tions and tautologies. Why—and what can 
be done about it? 

A client walks into his lawyer’s office and 
says, “I want to create a trust for my bene- 
fit. On my death I want the income paid to 
my children until they die—when I want the 
principal paid to their children. I want the 
trust to be revocable; the X Bank to be the 
trustee, with full discretion to make invest- 
ments and to use principal in case of neces- 
sity.” . 

Thus, in about fifty words the complete 
outline of the trust has been given in every 
important essential. But after his attorney 
gets through with it, the client will sign a 
trust agreement several thousand words in 
length—but much worse than this, an agree- 
ment the precise meaning of which will not 
be much clearer to him than a page from his 
college Latin text. The lawyer might well 
paraphrase the familiar statement used by 
motion picture producers and book publish- 
ers, “Any paragraph in this trust agreement 
bearing any similarity to any idea or wish 
of yours, is purely coincidental.” 

Slavish obeisance to traditional form and 
precedent has often kept the law, its proc- 
esses, forms and language laggard in the 
progress of life. The American lawyer has 
not kept pace with his prototype, the Amer- 
ican businessman, and the trust lawyer has 
been no exception. 


No SACRIFICE OF MEANING 


T is conceded that a trust agreement 

which is to be the “bible” for the man- 
agement of a given amount of capital for 
several generations should include all pro- 
visions necessary for efficient and economic 
operation. It is also conceded that the inclu- 
sion of all such provisions will require a 
fairly lengthy document. This is unfortun- 
ate, but unavoidable, unless and until legis- 
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latures adopt statutory trust agreements 
similar to statutory deeds and mortgages. 


However, does length necessarily demand 
the sacrifice of clarity? Must the meaning 
and purpose of the trust provisions be ob- 
fuscated by legal pidgin English? Can we 
not dispense with the “whereas,” the “wit- 
nesseth” and the parties of the innumerable 
parts? Can we not translate the lengthy and 
involved clauses of the trust agreement, 
with their esoteric and cabalistic meanings, 
into the human and humane documents their 
creators intended them to be—literate, con- 
cise, understandable? Is it our idea that we 
“must make the medicine taste bad” before 
the client will believe he is getting a really 
good legal job? 


The trust lawyer deals with extremes of 
elderly grantors and youthful beneficiaries 
—frequently feminine and without business 
experience. He should, therefore, be in the 
forefront of those hacking away at the shib- 
boleths of legal expression. He can, and 
should, write a trust agreement in words 
understandable by anyone—not only the 
client and beneficiaries—but also by the 
lawyer himself and by the Courts which are 
often called upon to “construe” it. Lawyers 
should not be permitted to hide behind the 
pusillanimous fiction to which an embar- 
rassed and red-faced Court resorts in an 
effort to hide an attorney’s incompetence 
with his native tongue—that the creator of 
the trust by the use of certain language in- 
tended a certain effect, as though the crea- 
tor had written the agreement himself. 


LETTER TO TRUSTEE 


HILE no one should seriously suggest 

that trust agreements should be writ- 
ten in “basic” English, there is no reason 
why they cannot be written in everyday 
business English. For example, difficult com- 
mercial agreements have been made more 
readily acceptable to the parties by “trans- 
lating” them into letter-agreements. Why 
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can’t the trust agreement be written in the 
form of a letter to the trustee? A trust 
agreement composed in that form undergoes 
a metamorphosis startling to those who read 
it. Let me illustrate by putting in the form 
of a letter to the trustee-bank the trust pro- 
vision outlined by our mythical client: 


Gentlemen: 

I hereby assign to you the securities 
appearing on the attached list. 

Please hold these in trust, paying the 
income quarter-annually to me, or apply- 
ing it for my benefit during my lifetime. 
After my death, please divide the trust in 
such manner that there will be one separ- 


ate equal part for each child of mine then .- 


living and one like part for the issue col- 
lectively of any child of mine who shall 
have died leaving issue surviving me. 
Please then continue to hold each part 
and sub-part in trust for the benefit of 
the child or issue for whom the same was 
set apart, and pay the income quarter- 


annually to, or apply it for the benefit of 
such child or issue. As each such child or 
issue dies, please pay the principal of the 
trust held for his or her benefit to the 
descendants of such child, or if there are 
no such descendants, to my descendants 
then living. 

You may retain any of the securities 
on the attached list without diversifying 
them, or you may sell them and invest the 
proceeds in any stocks, bonds, or other se- 
curities, even if they are not specified as 
being legal for trust investments. 


You may exercise without limitation 
the same full rights with respect to any 
property at any time in this trust, as I 
might exercise if I had continued to be 
the owner of such property. 


You may exercise your judgment as to 
whether or not to amortize securities re- 
ceived or purchased by you at a premium, 
or dividends on stocks of corporations 
with wasting assets. You may also exer- 
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cise your discretion as to whether divi- 
dends payable in stock are to be treated 
as principal or income and, if you wish, 
you may guide yourself in this respect by 
any ruling or regulation of the Treasury 
Department. 

In administering this trust, I wish you 
would keep in mind that the persons who, 
after my death, will receive the income of 
this trust are the primary objects of my 
bounty. 


Responsible Fiduciary Service 
By The Largest Bank 
In Central Ohio 


Inquiries cordially invited 
regarding Ancillary Service 
in this territory. 


THE OHIO 


NATIONAL BANK 


OF COLUMBUS 


Affiliated with BancOhio Corporation 


Member 
Federal Deposit Insurance Corporation 


FIDELITY TRUST COMPANY 


PITTSBURGH 


I authorize you, after my death, to pay 
to, or apply for the benefit of, any person 
receiving income, all or any part of the 
principal from which that income is then 
being paid, should you, in your absolute 
discretion, believe such payment of prin- 
cipal is for the best interests of such per- 
son. 


When any of these trusts terminates, 
you need not convert the securities then 
held in such trust into cash, but may dis- 
tribute the securities in kind. 


In the event that any of these trusts 
becomes payable to a minor, I direct you 
to continue to hold such minor’s part in 
trust, exercising all the powers herein 
granted to you, until such minor becomes 
twenty-one years of age. 


This trust is to be administered, con- 
strued and regulated by the laws of this 
State, and you shall receive the usual 
commissions allowed by the laws of this 
State to trustees. 


I reserve the right to alter, amend or 
revoke this trust or any part of it at any 
time by a letter signed by me. No notar- 
ial acknowledgment shall be necessary. 


Very truly yours, 


Trustor. 


SIMPLIFICATION TO AID CLARITY 


T will be observed that no attempt has 

been made to select the simplest possible 
disposition of the fund. The letter includes 
many of the administrative powers which 
experience has proved to be of value to trus- 
tees. Had these not been included, and had 
a simpler plan of disposition been selected, 
the length of the letter could have been cut. 
However, this is not intended as an argu- 
ment for simplification at the sacrifice of 
content; but for simplification of form in 
aid of clarity of content. 


It is not suggested that simplification can 
be obtained only through the adoption of the 
letter form of trust agreement. The primary 
object is to obtain greater clarity and sim- 
plicity in trust agreements. The letter form 
may be too unconventional. However, it 
should not be dismissed for that reason 
alone. 
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— WHERE THERE’S A WILL — 


HOMAS W. LAMONT, chairman of the 

board of J. P. Morgan & Co., Inc., gave a 
total of $9,385,000 bequests for charitable, 
educational and welfare institutions. His son, 
a friend and the chairman of the Board of 
Selectmen are trustees of a fund of $50,000, 
the income and principal of which are to be 
used in a manner best calculated for the 
benefit of the people of North Haven, Maine. 
Two sons and Mrs. Lamont receive $100,000 
in trust to honor the memory of a namesake, 
a grandson, who died in World War II, the 
fund to be used for any tax exempt charitable 
purpose. 

Mr. Lamont’s secretary, the family guar- 
dian and friends receive total bequests of 
$160,000. Another $148,000 is to be distributed 
among aging relatives and employees as the 
executors — Mrs. Lamont, a son and the 
Morgan institution — determine. All debts 
owed by the family, relatives, friends or 
employees are cancelled. 


The rest of the estate is given to the trustees, 
who are the same as the executors, to pay 
the income to Mrs. Lamont during her life. 
At her death the principal is to be divided into 
as many shares as there are children then 
living or leaving issue living. 

The individual trustees have the right to 
delegate their powers and discretion to the 
corporate trustee. Specific authority is given 
to the trustees to retain the stock of J. P. 
Morgan & Co., Inc., held by the testator at the 
time of his death. 


*k *& a 


OBERT J. DUNHAM, former vice pres- 

ident of Armour & Co. and one-time pres- 
ident of the Chicago Park District, left an 
estate estimated at $2,000,000, the bulk of 
which is placed in trust, with The First Na- 
tional Bank of Chicago named as the sole 
executor and trustee. From a $200,000 fund, 
a granddaughter, Joan, is to be paid, not more 
than 50% of the income until she reaches 18 
years, 75% until 30 years and thereafter the 
entire income until her death or termination 
of the general trust referred to below. 


Income from one-half of the assets re- 
maining after the creation of the afore- 
mentioned trust shall be paid to Mrs. Dun- 
ham, and upon her death the principal 
shall become part of the general trust. Out of 
another fund the trustee is to pay monthly to 
Mr. Dunham’s personal secretary and each 
servant in his employ for five or more years 
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the sum of $5 multiplied by the number of 
years employed. 

That part of the property not required for 
the foregoing purposes shall be held, in what 
was referred to above as the general trust, to 
pay income equally to three children. Upon the 
death of the last survivor the principal of 
this trust and that of Joan are to be dis- 
tributed equally to the grandchildren. 


* 


ICHOLAS MURRAY BUTLER, presi- 

dent emeritus of Columbia University, 
gave to his personal University secretary and 
two other University employees, bequests total- 
ing $5,000. The rest of his estate he placed in 
trust — with Guaranty Trust Company of 
New York and a friend, who with Mrs. Butler 
are also the executors — to pay the income 
to his wife during her lifetime. 

Columbia University, at her death, is to 
receive $100,000 to be known as the Kate La- 
Montagne Memorial Fund in token of his 
wife’s long years of devoted service to the 
University. If there is any abatement, this 
bequest shall have preference. A grandson, 
Murray Lawrence, an infant living in Eng- 
land, will receive $100,000 if he survives Mrs. 
Butler. Income from a $10,000 bequest is 
given to the Century Association to be used 
as the Board of Management sees fit. Any 
remaining property is to go to the University 
as part of the Memorial Fund. 


Intestacy Prevails 


WILLS ADMITTED TO PROBATE in the Surrogate’s 
Court, New York County, for 1947 totaled 
3,076. Letters of administration were issued 
in 3,717 estates. Out of 93 contested wills 
only 7 were rejected after trial. The report 
of the Court states that 49 wills were rejected 
without trial. Letters of trusteeship were is- 
sued in 577 cases. The Department of Tax- 
ation and Finance reports that estate and 
transfer taxes assessed in this county equaled 
$18,805,255. The total of estates filed under 
Articles 10 and 10C of the Tax Law was 
$420,348,940. 


Bronx County reported 1,215 wills ad- 
mitted to probate, 32 contested ones and 9 
instruments rejected before or after trial. 
Letters of administration were issued for 2,524 
estates. Letters of trusteeship were issued in 
85 cases. This County assessed $352,566 in 
estate and transfer taxes. 





THE CLOSE CORPORATION in TRUST 


Industries Committee Operation over Ten Years Proves Successful 


PHILIP B. SIMONDS, JR. 
Trust Officer, Rhode Island Hospital Trust Company, Providence 


HE active interest which trust men 

have shown recently in the subject of 
close corporations, as evidenced by articles 
in Trusts and Estates and talks before var- 
ious groups of officers of corporate fidu- 
ciaries, has led me to believe that a descrip- 
tion of the operation of a committee formed 
to handle such problems would be of inter- 
est. February 1, 1948 was the tenth anniver- 
sary of the first meeting of the Industries 
Committee of the Rhode Island Hospital 
Trust Company, which committee was 
formed to fill a pressing need. 


The record of the first meeting outlined 
its scope of operations as follows: 


“...outlined some of the problems which he 
thought the Committee should consider and 


also certain of the policies which the Com-° 


mittee might follow. It was agreed that the 
Committee should be primarily concerned 
with those companies in which our trust in- 
terest is substantial, particularly those com- 
panies with relatively inactive markets for 
their securities. 

a . (representing our attorneys) ex- 
pressed his opinion as to proper policy for 
trustees to follow regarding responsibilities 
of this sort. 

“A list of companies in which we hold a 
controlling or substantial interest in sundry 
trust accounts was also presented.” 


COMPOSITION AND SCOPE OF COMMITTEE 


HE Committee is a subcommittee of the 

Trust Committee and consists of three 
directors (with alternates) who have been 
selected for their business judgment and 
their wide knowledge of the situation pre- 
vailing in the type of industries with which 
we are most often concerned. The vice pres- 
ident in charge of the Trust Department 
acts as Chairman of the Committee, and 
also attending the meetings are those mem- 
bers of the Trust and Banking Depart- 
ments who are considered best qualified to 
contribute to the work of the Committee. 
Also, there are invited to individual meet- 
ings the officers primarily responsible for 
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the accounts holding the stocks under dis- 
cussion and representatives of the manage- 
ment of the companies, particularly where 
a controlling interest is owned. 


We have set as our standard the review 
by this Committee at least annually of every 
company of whose stock we own at least 
10% and for which there is either no mar- 
ket or, at best, a very inactive market. 


Method of Review 


Each director has before him a folder 
which contains the minutes of the last 
meeting and analyses by our Statistical De- 
partment of each of the companies to be dis- 
cussed at the current meeting. A member of 
the Investment Department presents the 
figures, the company’s background, and the 
situation in regard to the trust or trusts in- 
volved, including the provisions of the 
Trust instrument in regard to the company, 
the attitude of the family in writing or 
otherwise, the apparent intent of the testa- 
tor or grantor, and the management situa- 
tion. 


Recommendations made by the Committee 
at previous reviews are referred to and any 
steps which have been taken as a result 
thereof are brought to the Committee’s at- 
tention. The recommendation of the Trust 
Department officers is expressed and there 
is usually considerable discussion by the di- 
rectors. In many cases the directors have 
personal information in regard to the com- 
pany or its management which is brought 
out and discussed. The review is concluded 
by a specific recommendation as to action to 
be taken or a confirmation that the situa- 
tion appears satisfactory and no action is 
required other than to continue to follow 
the company’s affairs. 


When, as a result of the recommendation 
of the Committee the stock of a company is 
disposed of or the company liquidated, there 
is a final report to the Committee and the 
particular company is then removed from 
the list of those companies to be reviewed 
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“Experience is the child 
of Thought, and Thought 
is the child of Action...” 


— Disraeli 


Investment problems of individuals and in- 
stitutions differ. However, the approach to 
their solution remains the same: viewing the 
specific problem from every angle and de- 
termining a course of action from a con- 
sidered assessment of the whole. 


This approach to the varied objectives of 
our many clients has proved its effectiveness 
over the years. It has been accomplished by 
a scrupulous attention to market trends and 
economic factors that play their part in in- 
fluencing those trends. Moreover, this 
knowledge is buttressed by our experience in 
the daily handling of a large volume of 
transactions. 


Such a continuing devotion to the prin- 
ciple of thoroughness is, we believe, of real 
value to investors with a planned goal in 
view. Should you be among this group, we 
will welcome the opportunity of serving you 
faithfully and well. 


R. W. Pressprich & Co. 


68 William Street 201 Devonshire Street 
NEW YORK 5 BOSTON 10 


Members New York Stock Exchange 


GOVERNMENT, MUNICIPAL, RAILROAD, 
PUBLIC UTILITY, INDUSTRIAL BONDS 
AND INVESTMENT STOCKS 
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in the future. A complete Record Book is 
kept of the deliberations of the Committee 
and copies of the record of each meeting are 
presented to the Trust Committee at its 
meeting next following for information and 
comment. 


Established Policies 


The Committee has as its basic policy 
that a company must justify itself—that is, 
it must be shown that the stock of the com- 
pany should be retained either because of 
the restrictions of the instrument or be- 
cause it is worthy of retention due to the 
quality of the management, the type of busi- 


~ ness involved, its successful record and fu- 


ture prospects. There are certain types of 
situations where it is recognized that, al- 
most without exception, sale or liquidation 
is advisable. 

One such type is the company with two or 
three proprietors where we come in upon 
the death of one proprietor only to find 
there is no longer anyone in the company 
representing his interest and where the in- 


SHELBY CULLOM DAVIS & CO. 


MEMBERS NEW YORK STOCK EXCHANGE 


With Predecessor Firm, F. L. 
Brokaw & Co., Oldest Specialists 
in Insurance Stocks and Markets. 


Serving Institutions since 1927. 
110 WILLIAM STREET 
“In the Heart of the Insurance District’’ 
NEW YORK CITY 7 


Inquiries on Insurance Stocks will 
receive prompt attention. 


EATON & HOWARD 
BALANCED FUND 


terests of the surviving proprietors may be 
potentially adverse to ours or where we find 
policies in effect which leave our minority 
holding in. an uncomfortable position. An- 
other unsuitable holding is the personal ser- 
vice type of company where the present 
manager is virtually the whole organization 
and who, should he “walk out,” would take 
the business with him. We feel very strong- 
ly that that type of company should be 
owned by its manager and the sooner we can 
sell it to him, the better. 


Our most urgent consideration is manage- 
ment. The quality of the management, both 
actual and potential, is the most fundamen- 
tal consideration in determining the advis- 
ability of retaining the stock of a particular 
company. I cannot stress too strongly the 
fact that the management of the company 
continues to manage even though a sub- 
stantial ownership may be in our Trust De- 
partment. Our function is solely that of a 
vitally interested stockholder, who, through 
its representation on the board of directors 
of the company, brings to that board sound 
general business judgment, and that as a 
stockholder we show a natural active inter- 
est in its operations and progress. We do not 
purport to know how to run a cotton mill or 
a nut and bolt factory. That remains in the 
province of the management and we will 
not put ourselves in a position of being iden- 
tified as the management. The success or 
failure of the company is still attributable 
to its competence. 


Number of Companies Reviewed 


Since its formation our industries Com- 
mittee has reviewed a total of 112 different 


EATON & HOWARD 
STOCh FUND 


PROSPECTUSES OF THESE TWO MANAGED INVESTMENT FUNDS MAY 
BE OBTAINED BY REQUEST TO YOUR INVESTMENT DEALER OR TO 


EATON & HOWARD 


INCORPORATED 
INVESTMENT MANAGERS 


BOSTON 


24 Federal St. 
BOSTON 


Established 1924 


333 Montgomery St. 
SAN FRANCISCO 
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companies. Of these, 74 have either been 
sold, liquidated or distributed in accordance 
with the provisions of the instrument. There 
are now 38 companies which are under reg- 
ular review by our Committee. Some com- 
panies ‘are discussed as many as 9 times a 
year. In other cases, the circumstances sur- 
rounding the holding make it unnecessary 
to do more than to discuss the company 
briefly once each year after the annual fig- 
ures have been received and analyzed. 


BENEFITS OF THE INDUSTRIES COMMITTEE 


LOSE corporations can be handled by a 
C corporate fiduciary successfully without 
an Industries Committee. However, such a 
Committee has certain distinct advantages. 
Most importantly it points up the problem. 
It requires those responsible to clarify their 
thinking, weigh the factors pro and con, 
and come to the Committee with a story 
which is convincing. It also has a salutary 
effect on the management in that they real- 
ize they must make a good impression on 
the Committee, have the facts assembled in 








SCUDDER 
STEVENS 
& CLARK 
FUND, Inc. 





a sound manner, and convince them of the 


‘worth of the business and themselves. Ad- 


vice of competent business men is directed 
to the problem and the hands of the Trust 
Department officers are strengthened in any 
action which appears warranted. In many 
cases the directors or banking officers can 
offer recommendations as to methods of dis- 
posing of the companies concerned. 


While we have not publicized our Indus- 
tries Committee, naturally word of its ex- 
istence gets around to our customers, and 
as a result they feel more confident in leav- 
ing to our care companies which they may 
own or control. They realize that we are set 
up to continue the operation of the business, 
and yet will take the necessary steps to dis- 
pose of it if such action appears warranted. 


The ten year record of our Industries 
Committee has convinced us of its worth 
and we can wholeheartedly recommend the 
establishment of a similar committee by 
those trust companies having a number of 
close corporations in their trust portfolio. 


The price 1s 
just the net 
asset value 





Prospectus on Request 


10 POST OFFICE SQUARE + BOSTON 9, MASSACHUSETTS 
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Trust Advertising Objectives in Estate Planning 


ISCUSSIONS of mechanics in estate 

planning are valuable when they are 
for the technician. Such discussions, when 
directed to trust company prospects, are 
generally either obscure or misleading. The 
individual tools of estate planning, and the 
possible permutations and combinations of 
them, are so many that almost any reason- 
able objective can be attained by an in- 
formed technician. To direct the attention 
of the prospect to one or two or several of 
these tools, which are difficult enough for 
him to understand as they are generally ex- 
plained, restricts his thinking. 

Often also, such discussions mislead him, 
for they call his attention to an attractive 
feature of some mechanism which, however 
attractive in the abstract, does not really fit 





- TRUST ADS YOU’LL NEVER SEE 


WHY LET EXPERTS HELP YOU? 


You can dispose of your estate much faster 
by yourself. You made it, didn’t you? Then 
why shouldn’t you be able to figure out what 
you want to do with it — and how? 

Just like building a house. You have your 
own ideas — use them. Make your own blue- 
print, figure out what materials you have, 
how much they cost, who is going to need 
what sort of rooms. 

Why should you pay an architect’s fee? 
Especially if you make more money than he 
does; that proves he can’t be so smart. 

* ae a 


Then you can tear part of the house down 
later and put in a stairway to the second floor, 
and knock out a wall or so, to get a window 
in the bathroom. 

a * * 


Just get out the slide rule, the old college 
text on calculus, the current annotated laws 
of wills and trusts, the tax regulations — and 
‘Mother Goose.’ 
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what would be an intelligent analysis of his 
own objectives. This is true, obviously, of 
mechanisms directed to tax savings, for 
very often the tax should not be saved for 
some controlling reason. But it is also true 
of other mechanisms of seeming conve- 
nience. 

Education of the public in estate planning 
should not be piece-meal. I have suggested 
before that the trust companies should bear 
the chief burden of educating the public in 
estate planning, but the educational pro- 
gram should be an integrated and carefully 
designed one. To give only a small bit, here 
and there, for the purpose of seducing the 
prospect into the trust company may do 
more harm than good, because it is, in a 
way, putting the cart before the horse. Or, 
to put it better, it is selecting a cart, select- 
ing a horse and then putting the two togeth- 
er without knowing where you are going. 


It would seem to me to make far better 
sense to determine where you are going be- 
fore you select the cart or even the horse. 


If, in advertising, you call attention to the 
fact that a certain kind of cart is excellent 
to use because of its capacity, you may in- 
duce a prospect to select that cart although 
it is quite the wrong cart for going over 
mountain roads. Or the horse may be desir- 
able because it can run like the wind, when, 
actually, it is no good for going through 
mud. Is it not better to ask what the pros- 
pect wants to do and where he wants to go; 
after which a cart and horse picked to suit 
would do his job best for him! 

It is no answer to say that the prospect 
naturally knows what he wants to do; for it 
has been my experience that it is just in the 
field of objectives that a great deal of educa- 
tion is needed. The average man is not 
aware of what can be accomplished through 
estate planning. He is not trained to think 
his own problems out. It is a surprise to 
many that estate planning consists of any- 
thing more than dividing an estate up into 
parts. 

If trust company advertising is to be di- 
rected to the purpose of educating the pub- 
lic in estate planning, for the purely and 
properly self-interested purpose of produc- 
ing more trust business by inducing more 
and better estate planning, then I suggest 
that it start with an education in purposes 
and objectives in planning. 

RENE A. WORMSER, 


Member of the New York Bar 
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ESTATE ANALYSIS 


in ACTION 


Analyzing Small Estates 


HEMAN T. POWERS 


Powers System of Estate Analysis, Cleveland 


LIMINATING from consideration any 
| ene advantages accruing from com- 
petent estate ‘analysis, it can be used profit- 
ably by any institution, the majority of 
whose potential customers are owners of 
estates with only nominal tax problems, or 
none at all, if it is borne in mind: 


(a) That the utility of the estate must 
be measured by the income it will 
produce and what such income will 
buy—its purchasing power. 

That the purchasing power of any 
estate, big or little, can only be 
measured in terms of the value, na- 
ture and persistent income potenti- 
ality of the residual assets. 

That any factor or combination of 
factors adverse to such purchasing 
power, merits consideration. 


The cardinal factors, other than taxes, 
which are adverse to estate purchasing 
power are (a) cash requirements including 
costs of administration, cash bequests, 
widow’s allowance and liabilities; (b) fixed 
charges against income; (c) income taxes 
of the beneficiaries; (d) fluctuating in- 
come, such as that from a retained business 
interest; (e) the failure of assets; (f) im- 
properly arranged life insurance, and last- 
ly (g) incompetent management. 

With the exception of succession taxes, 
small estates as well as large are vulnerable 
to one or all of these factors, depending 
upon the nature of the holdings, rather 
than upon their respective values. 


INDIFFERENCE OF TESTATOR 


‘HE basic needs of the beneficiaries of 
5 ome estates, however, are much the 
same as those of the larger ones, but since 
there is less from which income may be de- 
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rived and usually less diversification of the 
sources of income, the impact of such fact- 
ors is often heavier. Regardless of whether 
or not a living or testamentary trust is 
practical, there is still the need of experi- 
enced management to cope with these ad- 
verse factors during the period of admini- 
stration—to conserve both the principal and 
the utility of the estate—which a competent 
corporate fiduciary is equipped to meet. The 
problem then is to cause the estate owner 
to feel this need. 


It is axiomatic that we humans only buy 
what we need, or think we need, or what 
will gratify some form of desire. If the 
work for which we propose to engage some- 
one seems important to us, we exercise 
care in our selection. If, on the other hand, 
it is relatively unimportant, a choice be- 
tween two or more persons is, at best, cas- 
ual. If a child of ours is suffering with a 
seemingly minor ailment and we have no 
regular family physician, we exercise little 
or no choice between a number of reputable 
doctors. If, however, this child is critically 
ill, we seek the best in that particular field. 
Thus, care which we exercise in choosing 
those who will serve us, or those we love, 
is usually in direct ratio to our appreciation 
of the urgency of the need. 


His estate and the problems in connec- 
tion therewith are exceedingly abstract to 
the average man. To him, the period of 
probate is often little else than a matter 
of routine. In the light of this, the execu- 
tion of a will is often a mere detail—some- 
thing one “should and intends to do some- 
time in the not-too-distant future’—and 
the selection of an executor is only inciden- 
tal thereto. Too often, neither the terms of 
the instrument nor the naming of the per- 
sonal representative are based on an under- 
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standing of problems incident to his death, 
or upon a consideration of the capabilities 
of the individual upon whose shoulders will 
fall the responsibility for dealing with 
them. 

Since the administration of a man’s estate 
appears to be a mere matter of routine, 
and since he possesses little or no knowl- 
edge of the problems which must be met 
and dealt with, it is hardly surprising that 
having a choice between an inexperienced 
individual executor and a corporate fiduci- 
ary, he chooses the former with little or 
no consideration of the latter, because of a 
potential saving in the costs of administra- 
tion. 


AcID TEST 


F this brief sketch of Mr. Average Man 
I: reasonably correct, and I believe it 
is, the acceptance of a bank’s services by the 
majority of the small, as well as the large, 
estate owners in its community, will be 
in direct ratio to their appreciation of the 
problems incident to their respective deaths 
and of the bank’s relative capabilities in 
terms of such problems, and this can best 
be inspired by subjecting each estate to the 
acid test of an hypothetical administration. 

The analysis of a small estate is neither 
a complicated procedure nor does it consume 
an excessive amount of time. As a usual 
thing it involves complete information on 
the relatively small number of assets, a 
schedule of liabilities, a list of contingent 
liabilities and the circumstances in connec- 
tion therewith, the details of the life insur- 
ance, a knowledge of the media of transfer 
and an understanding, of course, of the 
estate owner’s objectives. With these data, 
it is merely a matter of applying experience 
in following the usual routine of an estate 
administration. 


PRESENTING CASE 


N presenting the results of the analysis, 

be it done informally or formally, as in 
the case of a report, it should be borne in 
mind that it is difficult for the estate owner 
to switch mentally from his current prob- 
lems to those of his estate which such ana- 
lysis has exposed. While they may be im- 
pressive or disturbing, they are abstract. 
They lack what might be termed a third 
dimension. When, however, he is taken, 
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step by step, through the procedures. thai 
have been followed, and observes the origin 
and development of the adverse situations, 
such problems become real and as a result 
the analyst is in position to show him where 
and how an experienced fiduciary will! 
be advantageous to his dependents, while, 
on the other hand, he is provided with a 
basis for evaluating the service in terms 
of cost. 

A successful automobile salesman once 
told me that the important part of the sale 
is the “demonstration ride” and the import- 
ant phase of such demonstration ride is 
that of letting the buyer sit in the driver’s 
seat and feel, with his hands on the steering 
wheel, and his feet on the pedals, what he 
had been telling him. Likewise, in many 
respects, through a careful analysis follow- 
ed by a step by step presentation, during 
which he is administering his own estate 
and encountering the problems _ incident 
thereto, the estate owner feels the value of 
the promised service. 

If; and when, the proposed 1948 Revenue 
Act becomes effective, little, if any, tax 
will be saved by the use of testamentary 
trusts in the case of estates of approxi- 
mately $200,000 and under. Emphasis on 
management and its relation to the conserv- 
ation of estate purchasing power, will be- 
come increasingly important. 

Greater losses of estate principal and pur- 
chasing power result from inexperienced 
or incompetent management than from 
taxes. Whether or not the aforementioned 
law is enacted, emphasis should be placed 
on management. 


A MAJOR PROGRAM designed “to increase the 
flow of accurate economic education to the 
public, and thus to improve public understand- 
ing of the American system” was started 
officially last month by the joint committee 
of the ANA and the AAAA, following a year 
and a half of preparation. The project in- 
cludes (1) an informative plant and com- 
munity level program on the strength as 
well as the weaknesses of the American sys- 
tem; (2) a Plan For Action kit of “how-to- 
do-it” material; and (3) economic education 
material for use in house organs, newspapers, 
ete. Distribution will be direct to plants, 
through industry associations and community 
meetings. 
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— CAPITAL ECONOMY NOTES — 


STATE AND MUNICIPAL BONDS of top 
quality appear to have completed their read- 
justment to the new pattern of interest rates 
which became effective. toward the end of 
last year, particularly in the shorter matur- 
ities where the rate changes were the most 
substantial. 


Early this month the State of New York 
awarded an issue of $300 million of veterans’ 
bonus bonds to a large banking syndicate 
at an interest cost of slightly under 1.80 per 
cent. The bonds were offered and quickly sold 
at prices to yield from .90 per cent for those 
maturing Jan. 1, 1949, to 1.85 per cent for 
those due Jan. 1, 1958. 


That long-term State and municipal bonds 
have not as yet completed their readjustment 
to the new pattern of interest rates, was 
indicated by the election of the New York 
officials to specify maturities to ten years on 
their bonds, for the market was a factor 
quite aside from the lower interest cost for 
the shorter maturities. Another indication has 
been the action of municipalities in buying 
back the longer bonds authorized in new issues 
on recent sales, leaving only the shorter bonds 
for distribution to investors and lowering the 
interest cost to the municipality. 


THE PRICE INCREASE on semi-finished 
steel announced in mid-February by leading 
producers served to emphasize the warnings 
of those observers who point out that despite 
the recent break in commodity prices and in- 
dications that deflationary forces are begin- 
ning to grow in strength throughout the nation, 
inflationary pressures continue strong; that 
it remains to be seen which of these forces 
will prevail during 1948. 

Regardless of the explanation by officials in 
the steel industry that semi-finished steel 
products constitute too small a part of the 
industry’s total to be a factor, the move is 
regarded as inflationary. By any measurement 
the announcement of the increase was unfor- 
tunately timed, psychologically, as it serves 
. offset the effect of price declines, particu- 
larly in food lines, which resulted from the 
commodity break, at a time when union leaders 


were pressed for reasons to make third round 
wage demands. 


CREDIT POLICIES and CROP CONDI- 
TIONS together are being closely watched by 
key observers for indications on the inflation- 
deflation situation. Although speculation held 
the news spotlight in the break in commodity 
prices last month, improving weather condi- 
tions favorable to grain crops and the pros- 
pective lessening pressure of requirements for 
export to foreign countries provided a strong 
underlying cause. 

Credit policies being operated in concert by 
the Federal Reserve Board and the Treasury 
are continuing in their design to tighten 
credit. The program so far has been confined 
mostly to retirement of marketable debt held 
by the Reserve banks, increased reserve re- 
quirements at central city banks of New 
York and Chicago and fractional alterations as 
deemed necessary in the yields on short term 
Government securities. 

The Treasury has announced the retire- 
ment of nearly one billion dollars of market- 
able national debt in the month of March. 
Inasmuch as half of the amount will be retired 
from the holdings of the Federal Reserve 
banks, the move is another step on the de- 
flationary side. Debt retirement is expected 
to continue on a cautious basis, to the extent 
of an estimated $5.5 billion of marketable Gov- 
ernment securities from surplus Treasury 
funds by mid-Summer, when effects of credit 
tightening should be more clearly evident. 
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THE LOS ANGELES STORY — A CASE HISTORY 


A. I. B. Chapter Promotes “Bankers Day” Program 
and Essay Contest for High School Students 


HE poor opinion in which banking was 

held in school circles and the resulting 
inability to attract capable high school 
graduates into banking as a career, plagued 
Los Angeles bankers for years before the 
war. Afterwards, the Los Angeles Chapter 
of the American Institute of Banking in- 
structed its Public Relations Committee to 
develop a relations program with the city’s 
schools that would establish a spirit of co- 
operation from which both schools and 
banks would benefit. The Committee pro- 
gram for student tours through banks and 
a follow-up essay contest was based on the 
results of a survey revealing that pre-war 
methods were no longer practical or effect- 
ive. 

The survey to determine the community 
of interests was on a qualitative, not quan- 
titative basis. The Committee and the 
Board of Governors, some thirty in number, 
were asked to contact all faculty members, 
principals and administrative personnel to 
determine their feeling toward banks and 
banking. Many of the Committee and Board 
members were already familiar with the 
problem to some degree, since they had 
been active in the old school programs. The 
following conditions were found to exist 
generally: 


Six WEAK POINTS 


1. Bank speakers were not wanted in 
the schools. Too many technical terms—too 
much concentration on speaking form and 
not enough on the reception of the material. 

2. High school graduates did not want 
bank employment, and counselors and place- 
ment teachers in the high schools were re- 
sponsible to a degree because of their poor 
opinion of bank employment. During the 
war, banks were not permitted to solicit 
employees in the schools. Wartime salaries 
were high and placement teachers became 
accustomed to talking with students in those 
terms. What they did not know was that 
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the banks too had to keep pace with salary 
ranges to compete for employees. 

3. Educators did not want school sav- 
ings plans because the former plan was 
really a flop and they felt that it had been 
forced on them by a state ruling requiring 
that thrift be taught in the schools. The 
plan was not one of cooperation because it 
worked a hardship on the educator, and 
had been administered by an outsider who 
was neither a banker nor an educator. 

4. Teachers were poorly informed on 
banking functions and operations. Contacts 
with them in bank lobbies, and their ques- 
tions and theories on banking whenever a 
banker appeared with one of their groups, 
led to the belief that if something were 
not done to correct the teachers misconcep- 
tions, the younger generations would have 
a badly distorted and injurious picture of 
banking operations and purposes. In addi- 
tion, increasing numbers of teachers were 
using their Credit Union for banking pur- 
poses, thereby creating the feeling that if 
they didn’t use banks, they didn’t need 
them and that banking was unimportant. 

5. There was no program for the en- 
lightenment of young people on banking. 
Although other industries had sound films 
and other media of visual education avail- 
able to students down through the fourth 
grade, there was nothing to show students 
how banking tied in the everyday life. 

6. Cooperation between top banking and 
school officials was unreliable since they 
were practically unknown to each other. 


INTRODUCTION OF THE PROGRAM 


A program designed to correct all six of 
these situations was prepared by the Com- 
mittee. It was discovered that other indus- 
tries in the area had breakfast and lunch- 
eon programs for the counselors and place- 
ment teachers to tell why high school grad- 
uates should choose their industries for 
employment. The bankers program costs, 
including a banquet for commercial officers, 
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the school principals, counselors and admin- 
istrators to introduce the program, were 
estimated and presented to a meeting of 
personnel men from all banks in the city. 
It was unanimously agreed to support the 
program and to underwrite the costs. 


Personal invitations and _ identification 
badges were sent out in advance of the 
banquet date. An attractive registrar greet- 
ed school guests at the reception and “get 
acquainted” period before dinner, and indi- 
vidual tables -for six were set with at least 
one banker at each table. After dinner 
came three short talks: one on cooperation 
between industry and schools, another on 
banking as a career (in which bank salar- 
ies were compared with other industries), 
and then the’ public relations program was 
announced as follows: 

1. The schools are invited to use the 
bankers as their technicians in commercial 
classes and in teacher and advisor groups. 

2. Bankers would be available to appear 
regularly on Teacher Institute programs. 

3. A Bankers Day program would be 
set up to familiarize students with banking 
operations. 

4. Establish an essay contest to be held 
in conjunction with the Bankers Day pro- 
gram to learn what the program is accom- 
plishing. 

5. A series of Educator-Banker dinners 
to be held if mutually desired. 

The evening was highlighted by a con- 
test between an A.I.B. and an Educator 
Quartet, with the Educators winning an 
engraved brass cuspidor in honor of the 
occasion. The program won the whole-heart- 
ed support of the school system and is now 
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going into its third successful year, with 
both bankers and educators highly pleased 
with results. 


SCHOOL TouRS OF LOCAL BANKS 


The Bankers Day program consists of a 
tour through the city’s banks by 100 high 
school seniors who are selected by the Busi- 
ness Education Section of the Los Angeles 
City Schools. These students meet 20 junior 
executives from the banks in which the 
tours are to be made, at the Chapter’s 
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rooms at 8:30 on Friday mornings. Each 
guide takes five students and a faculty 
member, if one wants to go along, on a 
tour through every section of the bank. 
The students meet briefly with one of the 
bank’s top executives, fill out a loan appli- 
cation, cash a fictitious check or open an 
account. The proceedures behind the scenes 
of each operation are explained by the 





BANK EMPLOYEE FACILITIES 


To provide a place for lunch ond morning 
and afternoon cokes and coffee .where the 
employee can be reached easily and quickly if 
needed, First National Bank & Trust Com- 
pany of Oklahoma City has installed a com- 
pletely new and modern Snack Bar. Located 
in the employees’ recreation center between 
the billiard room and the employees’ club 
library, the Bar offers food and drinks at cost. 


This comfortable sun deck and lounge was 
recently added to the recreational facilities 
for employees at the City National Bank and 
Trust Company, Kansas City, Mo. The sun 
deck and new penthouse snack bar are on 
top of the motor-banking department, which 
includes a 500 car garage. All these facilities 
were added when the bank moved recently. 
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guides, and the Chief Teller gives a displa\ 
and discussion of money. A buffet luncheon 
is held and a meeting afterwards with the 
tour guides and participants, personne! 
heads of the Los Angeles banks, and schoo! 
administrators present. At this meeting an 
educator explains the rules of the essay 
contest which is open to all tour students. 


The essay contests are judged by a panel 


consisting of an Assistant Superintendent 
of Schools, a bank executive officer, and a 


qualified publisher or writer. The topics 
are “A Student Looks Behind the Banking 
Scene” and similar subjects, with prizes 
ranging up to $100 awarded to the winners 
at the Annual Breakfast Meeting of the 
Los Angeles Section, California Business 
Educators’ Association. The Clearing House 
Association stands this expense. 

The results of the program so far have 
been most encouraging. Mr. George Clark. 
National Chairman of the Public Relations 
Committee, A.I.B., commented that, “In the 
first contest only 20% of the eligible stu- 
dents entered, but participation in the sec- 
ond contest rose to 85%. The essays were 
enlightening and evidenced the correction 
of many student misconceptions on bank- 
ing. These new conceptions are taken back 
to the schools and do the banks more good 
than they realize. For this reason, we are 
contemplating making this program avail- 
able to juniors as well as seniors.” 





Union Bank and Trust Co. of Los Angeles, 
has joined the growing ranks of banks furn- 
ishing modern lounge and cafeteria facilities 
for their employees. Addition of low-cost eat- 
ing accommodations and comfortable lounges 
are an important morale booster and con- 
tribute measurably to overall relations. 
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TRUST EDUCATION IN CANADA 


Pioneer Course Given at Queens University 


A. ROY COURTICE 


Asst. General Manager, The Toronto General Trusts Corporation; 
Chairman, Education Committee, Trust Companies Association of Ontario 


HE Mid-Winter Trust Conferences at 
T New York to a large extent stimulated 
the interest in considering a trust educa- 
tion course in Canada. Through a kindly 
disposed Trust Division many Canadians 
have taken advantage of the opportunity 
to attend these Conferences where, among 
other things, we became interested in the 
educational programme of the American 
Institute of Banking as it has been devel- 
oped over a period of many years. 

We were of the opinion that the serious 
and constructive approach to these Confer- 
ences was due, in some measure, to the back- 
ground of the educational courses through 
which so many United States trustmen have 
passed, including the Graduate School at 
Rutgers University. If a trained personnel 
has raised the general level of these meet- 
ings it was reasonable to assume that it 
would also be reflected in the standard of 
trust service offered by the companies. 


A careful study was made of these courses 
and other specialized commercial courses 
conducted in the United States, England 
and Canada, including the correspondence 
courses given through Canadian Universi- 
ties and Colleges for the Canadian Bankers 
Association and the Institutes of Chartered 
Accountants and Life Underwriters. 


In this review we came upon a Depart- 
mental Annual Report from the Public Trus- 
tee of Wellington, New Zealand, published 
in 1926, which read in part, as follows: 


“In regard to the scheme for the training 
of junior officers, it will readily be appre- 
ciated that trust and administration work 
has its own peculiar technicalities and fea- 
tures. By reason of this the ordinary com- 
mercial training is not sufficient to enable 
a trust man to undertake these duties satis- 
factorily; likewise with legal training. Both 
of these are very useful and the knowledge 
rained by them is valuable in trust work, 

ut a trust officer must be able to deal with 
he varying problems with which he will be 
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confronted in handling the affairs of such 
large numbers of persons in the community. 
The subjects dealt with in the course of 
training are, therefore, treated not only 
with a view to the juniors acquiring a good 
knowledge in the technicalities and diffi- 
culties, but also of enabling them to adapt 
this knowledge to the best advantage in the 
peculiarities and special features of the 
individual estates with which they will sub- 
sequently be entrusted”. 

This statement of some twenty years ago 
from far off New Zealand expresses some 
of the reasons which prompted the Educa- 
tion Committee of the Trust Companies As- 
sociation of Ontario to recommend that a 
course of study should be undertaken. 


CORRESPONDENCE COURSE 


S a consequence, in February 1946 the 
Awoaae inaugurated a correspon- 
dence course to be given by Queens Univer- 
sity. This is the first special training course 
for trust company personnel to be given by 
a Canadian University. It is being prepared 
in close collaboration between the School of 
Commerce of the University and the Educa- 
tion Committee of the Association. In some 
subjects the University has initiated the. 
lesson material, in other subjects more close- 
ly related to the trust business the prepara- 
tion of the lesson material has been under- 
taken by members of the Education Com- 
mittee. 


The objects of the course are to promote 
the educational advancement of trust com- 
pany personnel by providing basic training 
in the fundamentals of the trust business 
and in the relevant principles of accounting, 
law and corporation finance. The Trust Com- 
panies Association believes that personnel 
so trained will have a more intelligent ap- 
preciation of the functions of a trust com- 
pany. The Association also believes that 
such a course of study will promote the de- 
velopment and maintenance in Canada of 
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trust institutions that will serve adequately 
the needs of modern business and merit 
public confidence. 


A correspondence course is not the ideal 
method of instruction, but in a large coun- 
try with a relatively small and scattered 
population it appeared to be the only prac- 
tical way to conduct a systematic course of 
study for trustmen across Canada. Many of 
our trust companies operate branch offices 
on a national basis. A correspondence course 
has the inevitable shortcoming that it does 
not permit of the interplay of ideas between 
student and instructor which is so valuable 
a part of classroom work. On the other hand, 
it has the advantage of making available, to 
those who work at their calling during the 
day and are in widely scattered areas, a 
uniform course which can be studied at 
home in hours to suit the circumstances of 
each student. Supplementary to the corres- 
pondence course, individual companies are 
encouraged to arrange meetings and discus- 
sion groups for their own students. 


Although those who have been away from 
school for some years may find difficulty in 
adjus*ing themselves to the routine of se- 
rious study, there are advantages in an 
adult approach to education. Sir Richard 
Livingstone, the eminent English educa- 
tionist, expressed this view recently in Tor- 
onto when he said “Most practical educa- 
tion is given when it can be used. Action 
and thought, living and learning naturally 
belong together and should go hand in hand. 
You can master best by study what you are 
experiencing.” 


COMPONENTS OF COURSE 


HE course comprises the following sub- 
jects: Elementary Accounting; Ele- 
ments of Law; Trust Business I; Inter- 
mediate & Personal Trust Accounting; Cor- 
poration Finance; and Trust Business II. 


Each subject is covered by 12 lessons. 
Each lesson is followed by a series of ques- 
tions which must be answered and submit- 
ted to Queens University where they are re- 
viewed and returned to the student with ap- 
propriate comments. The 12 lessons must be 
completed before the next subject can be 
taken. One year is the maximum time al- 
lowed for a subject. The subjects must be 
taken in order. In addition to the mimeo- 
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graphed lesson material one or more text 
books are supplied for each subject. The 
course demands a good deal of the student’s 
free time. It was not intended to be easy 
and those who master it will have the satis- 
faction of knowing that they have accom- 
plished something worth while. 


We are indebted to the American Insti- 
tute of Banking for generously allowing the 
use of its text book “Trust Business I” for 
that subject. We have in fact received splen- 
did cooperation and encouragement from 
the A. I. B. and in particular from its Na- 
tional Education Director William A. Irwin, 
who happens to be a graduate of Queens 
University. The book was adapted to Can- 
adian trust company practice with very lit- 
tle change, such revision as was required 
being made in the lesson material. 


We are, however, not so fortunate in con- 
nection with the book on Trust Business II. 
It was found necessary to have a text book 
especially written for this purpose. This 
has been undertaken by Winslow Benson, a 
lawyer and an experienced trust officer with 
one of the largest Canadian trust com- 
panies. The subject of his book is to be 
“Business Methods of Canadian Trust Com- 
panies.” 


REGISTRATION AND EXAMS 


N the first year, commencing February, 
1946, 122 men were registered, repre- 
senting 18 of the principal trust companies 


from St. Johns, Newfoundland, to Van- 
couver, British Columbia. After two years 
operation, 83 of these students remain in 
the course, the others having dropped out 
due to leaving their employment and for 
various other reasons. Preference in regis- 
tration was given to those who had been in 
the Armed Services. 


Although the course is designed for 
younger men and eventually will be confined 
more or less to this class, there are those 
more mature men who, regretting that the 
opportunity was not sooner made available, 
learn by experience that the spirit is strong 
but the flesh is weak. 

Quarterly progress reports are forwarded 
to the general managers of each trust com- 
pany respecting their own students. Writ- 
ten examinations were conducted by Queens 
University in March of last year, in the 
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first two subjects of the course, wherever 
eligible students were located. These exam- 
inations were held in 15 places, in some of 
which only one student was writing. The 
Trust Companies Association gave a prize 
of $25 to the student standing first in each 
examination. The examinations will con- 
tinue to be held in March of each year and 
will eventually be extended to the six sub- 
jects. When a student has passed the six 
examinations he will receive a graduation 
certificate from Queens University. Addi- 
tional prizes are contemplated for the grad- 
uating class. 


In the second year, commencing Febru- 
ary 1947, there were 82 new registrations, 
making a total of 162 students actively en- 
gaged in the course. The first four subjects 
have been published and the remaining two 
subjects will be completed this year. In 
1949 the first graduates will be receiving 
their diplomas from Queens University. 


ONLY THE BEGINNING 


BEGINNING has been made and the 
i cnaks so far have been encouraging. 
It is recognized, however, that this is pio- 
neer work and that the course will be im- 
proved with experience. We may also look 
forward some day to more specialized and 
advanced post graduate studies. 

The cooperation of Queens University, 
the Trust Companies Association Secre- 
tariat and the Education Committee of the 
Trust Companies Association is in large 
measure responsible for what has been ac- 
complished. The companies themselves have 
also given generous support. 

The Education Committee comprises an 


outstanding group of trust company exec- 
utives, who have given close attention to 
the development of the course through -all 
its stages. The Committee includes: T. 
D’Arcy Leonard K. C., general manager, 
Canada Permanent Trust Co.; Henry E. 
Langford, general manager, Chartered 
Trust and Executor Co.; Terence Sheard, 
assistant general manager, National Trust 
Co.; Gordon C. Lindsay, assistant general 
manager, Toronto General Trusts Corp.; 
Reginald §S. Anderson, office manager, 
Crown Trust Co.; Ossie Manning, general 
manager, Grey & Bruce Trust Co.; and Lau- 
rence Goodenough of the legal firm of Leon- 
ard, Sinclair, Goodenough, Higginbottom 
and McDonnell and secretary-treasurer of 
the Trust Companies Association. 


Trust FuNnps of Pennsylvania state banking 
institutions, as shown by the statement of the 
Department of Banking, stood at $3,157,369,- 
795, as of December 31, 1947, a decline of 
$66,371,236 since the year before. Corporate 
trusts declined by $13,884,338 to $3,230,122,824. 
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BANK PROFIT SHARING SUCCESSFUL 


Harris Trust Reports 31 Years of Experience and Changes © 


N JANUARY 1916, Albert W. Harris, then 

president of Harris Trust and Savings 
Bank, Chicago, announced the inauguration 
of the Employee’s Savings and Profit Sharing 
Fund. At the time, the idea that employees 
should share in profits was novel and the plan 
caused wide discussion in business and bank- 
ing circles. Since then, the concept has gained 
wide acceptance. 

The Employees’ Trust and Retirement Plan 
of the Harris Trust is a combination of profit 
sharing and pension trusts segregated from 
the assets of the bank. The plan was devised 
as a method of profit sharing, beneficial to 
both the employees and the bank, for the pur- 
pose of aiding a systematic savings plan to 
provide for the employee after retirement, 
rather than a simple cash distribution of 
profits. At the same time, as an encourage- 
ment to conscientious application and increased 
productivity, the amount to be distributed was 
based on the current earnings of the bank, 
thereby establishing a direct connection be- 
tween efficient and economical operation of 
the bank and the amount placed in the em- 
ployee account. 

Employee Contributions 

Employees who have been with the Bank 
three years must contribute 2% and may con- 
tribute up to 5% of their salaries to the fund, 
which is controlled by five trustees appointed 
by the Board of Directors of the bank. Not 
more than $200.00 per year may be con- 
tributed by an employee. The bank in turn 
contributes semi-annually to the fund 5% of 
its net earnings before dividends to stock- 
holders are declared. 


In the first year of the plan’s operation, the 
bank contributed $3.92 for every $1.00 con- 
tributed by employees, and exceeded $2.00 for 
$1.00 contributed by employees until 1930. 
Since 1931 the Bank’s contributions have been 
somewhat less. 

When the Savings and Profit Sharing plan 
was established in 1916 and for many years 
afterward, the major part of the bank’s bus- 
iness was the purchase and sale of bonds. Be- 
cause of the nature of the bond business, rela- 
tively fewer employees in relation to net earn- 
ings were required than in the case of reg- 
ular commercial banking business. Consequent- 
ly, in 1935, when the bank was required by 
law to discontinue its large corporation bond 
business and devote itself increasingly to the 
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commercial banking business, it was necessary 
to increase the number of employees in rela- 
tion to net earnings. Thus the original plan 
would not provide adequate retirement pay- 
ments, particularly for employees earning over 
$4,000 per year, and accordingly another 
Profit Sharing Trust was created in 1940 en- 
titled “Employees Savings and Profit Sharing 
Trust Fund No. 2.” 

Under the second plan employees may par- 
ticipate if they earn over $4,000 per year and 
have been in the employ of the Bank for fif- 
teen years or are over 45 years of age, which- 
ever first occurs. Participation in the Number 
2 Trust is voluntary on the part of an 
eligible employee and his election must be 
made during the first January following 
eligibility. If an employee should elect not to 
participate, he may not later join, and if he 
elects to participate, he may not withdraw 
during his employment. 

An employee participating in Number 2 
Trust contributes 5% of that portion of his 
salary in excess of $4,000, but his maximum 
contribution may not exceed $1,300 per year. 
Contributions by the bank on a graduated 
scale, are conditioned upon the bank’s earning 
more than 6% on its average invested capital 
for the year and are limited to a maximum of 
5% of net earnings. The bank may not con- 
tribute to the Number 2 Trust, in any year, an 
amount which will bear a higher relation to the 
employee’s contribution to that trust than the 
bank’s contribution to the original Profit 
Sharing Trust bears to the employees’ contri- 
bution to the original Trust. Although there 
are top limits to the amount the bank may 
contribute to the Number 2 Trust in any year, 
there might be years when contributions by 
the bank will be small or nil. On the other 
hand, so long as the bank has any net earn- 
ings, 5% is to be contributed to the original 
trust. 

The Pension Trust 


The pension trust known as “The Harris 
Trust and Savings Bank Employees’ Retire- 
ment Plan” was established November 30, 1944 
to supplement the benefits of the two savings 
and profit sharing trust funds. An employee 
who serves for 35 to 40 years or more and 
participates in Fund #1 during all but the first 
three years of that period, and all but the first 
fifteen years of that period in Fund #2 should 
have sufficient net funds available from the 
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two profit sharing funds at retirement, to pur- 
chase an annuity. With an additional pension 
provided by the new trust, an employee would 
have annual retirement income equivalent to 
at least 2% of total salary received during his 
entire period of employment at the bank. 

Many employees will reach retiring age 
during the next 10 to 15 years and will not 
have had participation privileges in these 
funds for a sufficient length of time to provide 
adequate income, and that it may be necessary 
for the bank to make supplemental payments. 
The formula for determining the amount of 
such payments is as follows: 


Compute the annuity income which the pro- 
ceeds of the Profit Sharing Funds standing 
to the credit of the retired employee at the 
end of the year of his retirement will buy 
(after deducting estimated income tax which 
the retired employee may be obligated to 
pay) at the then current single payment in- 
surance premium rates for the purchase of a 
straight life annuity in the case of female 
employees and in the case of male employees 
for the purchase of a straight life annuity 
with one-half of the annuity payable to the 
surviving widow. The amount equal to such 
purchaseable annuity (even though the Profit 
Sharing Funds are not used to purchase it) 
will then be added to the annual pension pay- 
able from the Pension Trust established 
November 30, 1944. 


If the total of such annuity and such an- 
nual pension does not equal 2% of the retired 
employee’s total basic salary during employ- 
ment, then the Executive Committee or the 
Board of Directors in its discretion may 
authorize supplemental retirement payments 
direct to such retired employee to bring the 
annual retirement provisions up to 2% of the 
employee’s total salary during employment. 
One-half of such supplemental retirement pay- 
ment may be made to the retired employee’s 
widow. The above formula is applicable, of 
course, only to those employees who contribute 
the maximum amount which they are allowed 
to Profit Sharing Trusts. 


Possible Lower Benefits 


The estimates in 1944 were based upon 
lower salary levels and higher annuity rates. 
The cost of annuities has increased, and there 
can be no guarantee that retirement payments 
will be maintained at the estimated level, but 
the bank hopes that the present formula may 
be maintained, that the Profit Sharing Trusts 
and the Pension Trust will provide retirement 
income equivalent to at least 2% of total 
Salary received by employee, and that such 
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retirement income might be as much as 60% 
of the employee’s average annual salary dur- 
ing the last five years of his employment. 

In addition to normal annual costs, it is 
necessary for an employer to make additional 
payments to cover services rendered by em- 
ployees prior to the establishment of a pen- 
sion trust. The amount required to be paid by 
this bank into the pension trust on account of 
past services is $2,200,000, of which amount 
$500,000 has already been paid. Harris Trust 
hopes that the balance of the cost of past 
services may be completely paid off within 
the next few years. More than $2,800,000 will 
have been contributed to the Savings and 
Profit Sharing Funds by the end of 1947 and 
over $1,200,000 to the Pension Trust. The total 
value of these trusts is about $5,000,000. 


Realizing that this series of plans is a 
joint venture with their employees, the offi- 
ers have made every effort to keep personnel 
fully informed regarding the Trusts, the Re- 
tirement Plan and their objectives. One em- 
ployee was detailed to study the entire series 
and to submit his own detailed analysis. These 
plans have proved excellent for morale, and 
are indicative of enlightened thinking in 
employee relations. 
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INCOME TAX 


Trust which had characteristics of corpora- 
tion held association taxable as corporation. 
To comply with Hepburn Act passed in 1906, 
those in control of Great Northern Railway 
Co. transferred to trustees controlling stock 
interests in ten corporations owning mineral 
and other properties. Trustees were given 
broad authority to secure proper management 
of such corporations. Term of trust was for a 
number of lives in being and twenty years 
thereafter. Beneficiaries were to share in gains 
of business conducted by trustees. Commis- 
sioner determined the trust to be an association 
subject to tax as a corporation. 


HELD: For Commissioner. Trust had char- 
acteristics of corporation. It provided for cen- 
tralized control, continuity of management, 
issuance of certificates corresponding to shares 
of stock and appointment of a transfer agent. 
It was created to enable participants to carry 
on a business and divide gains which accrued. 
The fact that trustees acted as a conduit for 
income from the trust property to beneficiaries 
did not prevent taxation of trust as corpor- 
ation. The criterion is whether trust instru- 
ment as a whole discloses a business trust as 
distinguished from a pure trust. Hill v. Col- 
lector, U.S.D.C., Minn., Jan. 28. 


Grantor taxed on trust income where he 
retained power to direct investments. Tax- 
payer, a man of substantial income, created 
two trusts for his children. To each he trans- 
ferred 250 shares of stock in Coca Cola Bot- 
tling companies with which he had been con- 
nected since boyhood. Trustee was to accum- 
ulate income until beneficiaries reached age 
25. Then income was to be distributed to them 
currently until they reached 40, at which time 
they were to receive the principal. During tax- 
payer’s lifetime, trustee could lease, sell, in- 
vest or reinvest assets or vote stocks “only 
at such times and in such manner” as tax- 
payer might direct in writing. Pursuant to 
this provision, all questions of investment 
were submitted to taxpayer for approvel, but 
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he never gave any directions regarding admin- 
istration of trusts. Taxpayer also retained 
power to change trustee. 


HELD: Income of trusts was taxable to 
grantor and not to trusts. Although taxpayer 
may not have been able to compel sale of 
property at arbitrary price, his power to con- 
trol investment and reinvestment of trust 
funds was sufficient, under circumstances, to 
make him still the owner for tax purposes. 
Schmidt v. Collector, U.S.D.C., Ky., Jan. 20. 


1942 Amendment does not apply to Clifford 
rule trusts. Taxpayer transferred stock in 
trust for son, reserving right to change bene- 
ficiary of income and principal and also right 
to accelerate distribution of trust property. 
Commissioner taxed trust income to taxpayer. 
It was not disputed that under rule of Clifford 
case income would be taxable to taxpayer. He 
contended, however, that under 1942 amend- 
ment of Section 22(b) (3) I.R.C., which states 
that income from property which is subject 
of gift shall not be excluded from donee’s in- 
come, income from trust was taxable to donee, 
and, therefore, not to him. 


HELD: For Commissioner. If Congress had 
intended to overrule Clifford case, it would 
have done so in plainer language. This section 
was clearly intended to apply only to com- 
pleted gifts. Since grantor had not separated 
himself completely from control over principal 
and income, gift was not complete and, there- 
fore, did not come within scope of that section. 
Mercantile-Commerce Bank & Trust Co. v. 
Comm., C.C.A.-8, Jan. 15. 


Grantor not taxable on trust income although 
he reserved right to change beneficiaries. Tax- 
payer created trust for term measured by lives 
of taxpayer and his wife, the longest per- 
missible period under applicable New York 
law. He retained no power to control invest- 
ments. Purchases and sales were submitted 
for approval to Advisory Committee consisting 
of his attorney and two business associates. 
Taxpayer never gave any directions or sug- 
gestions as to sales or.investments. Names of 
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income beneficiaries were set out on schedule. 
On termination of trust, principal was to 
devolve to eight named charities. However, 
taxpayer had authority to change either in- 
come or principal beneficiaries at any time, 
except that neither he nor his wife could 
be designated as beneficiaries. Taxpayer had 
no children or close relatives. Commissioner 
taxed trust income to taxpayer on ground 
that in case of person of means, right to con- 
trol spending of fund is sufficient to render 
one taxable on its income, even though he 
cannot distribute any income to himself. 


HELD: For taxpayer. Trust was irrevoc- 
able and for longest possible term. Neither his 
wife nor any relative was beneficiary, and no 
part of income could be used to discharge tax- 
payer’s obligations. Non-material satisfaction 
that taxpayer might derive from fact that 
he had made gifts to charities and individuals 
was not enough to hold settlor taxable on trust 
income. Carman v. U. S., U. S. Court of 
Claims, Feb. 2. 


Grantor taxed on income from trust wiere 
he retained broad administrative powers and 
voting control of close corporation. Taxvayer 
transferred stock in drug company founded 
by him to each of three trusts for his wife 
and two children. Stock owned by him, together 
with that transferred to trusts, aggregated 
approximately 60% of outstanding stock. Tax- 
payer, as one of two trustees, reserved unlim- 
ited power to vote all stock and to determine, 
in his absolute discretion, expediency or terms 
of disposing of any trust property, but he 
could not have any property distributed to 
himself. Tax Court held trust income taxable 
to taxpayer under Clifford case. Taxpayer, 
however, relied upon Bureau policy, enunciated 
in Mimeograph 5968, not to assert retroactive 
liability under T.D. 5488. Tax Court refused 
to consider this aspect. 


HELD: Tax Court should have given con- 
sideration to Mimeograph. However, result 
would have been the same. Powers reserved 
by taxpayer were extremely broad. It was 
through voting power reserved to him under 
trusts that he was enabled to retain control 
of drug company. Shapero v. Comm., C.C.A.-6, 
Feb. 3. 


Estate income taxed to residuary legatee if 
payable or paid to her. Husband left his resid- 
uary estate to his wife. Included in residue 
Was certain stock valued in estate tax return 
at approximately $100,000. Two years later, 
estate sold this stock for approximately $150,- 
000. Capital gain was reported by estate on 
its income tax return. Distributions to wife 
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during that year included a capital gain real- 
ized by estate. Commissioner included that 
gain in wife’s income. She contested this action 
on theory that under law as amended by 1942 
Revenue Act, gain became part of principal of 
estate and when distributed to her was non- 
taxable. 


HELD: For Commissioner. 1942 amendment 
applies not only to income which is “payable,” 
but also to income which is actually paid to 
distributee. Congress’ purpose was to tax a 
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legatee or beneficiary on income of estate or 
trust which was paid or payable in that year. 
There was no constitutional objection to this 
interpretation of the statute. This was not case 
where one taxpayer was charged with tax 
upon gain received by another. Carlisle v. 
Comm., C.C.A.-6, Feb. 3. 


ESTATE TAX 


Trust included in grantor’s estate where 
principal could be used for his benefit. In 1930, 
decedent created trust for benefit of his wife 
and children. After stated payments to them, 
balance of income was to be paid to decedent 
for life. After his death, principal was to be 
distributed among his wife and children. Trus- 
tee was authorized, in its discretion, to use 
principal for decedent’s benefit if he should 
suffer sickness or misfortune. However, prin- 
cipal was actually never so used. Agreement 
further provided that all discretions conferred 
upon trustee, unless specifically limited, should 
be absolute and uncontrolled. 


Commissioner included trust in decedent’s 
estate on ground that there was reservation 
of right to use principal for decedent’s benefit. 
Estate contended that principal was not in- 
cludible, since power rested in absolute discre- 
tion of trustee. Alternatively, it claimed that 
even if decedent had retained interest in 
principal, only reasonable value of interest 
should be included. 


HELD: For Commissioner. Trust agreement 
created enforceable fiduciary obligation to use 
any part of principal that might be needed for 
decedent’s benefit in event of sickness or mis- 
fortunte. These words provided fixed standard. 
Provision giving trustee absolute discretion 
was not intended to apply in view of specific 
limitations. Since decedent had conditional 
right to payment out of principal, transfers 
to trust were includible in his estate as in- 
tended to take effect in possession or enjoy- 
ment at or after death. Phrase “sickness or 
misfortune” was broad in scope and there 
was no way of admeasuring to what extent 
principal might» be used. Therefore, entire 
amount of principal was includible in estate. 
Estate of Toeller v. Comm., C.C.A.-7. Jan. 22. 


Gift of stock held complete and trerefore 
not includible in donor’s estate. Decedent gave 
800 shares of Coca Cola stock to her husband 
some years prior to her death. Commissioner 
included value of this stock in decedent’s es- 
tate, on ground that she retained right to use 
stock as collateral for loan and that gift was 
not complete. Case was tried before jury. 
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HELD: Based on evidence submitted, gift 
was complete and Commissioner had erred 


in including stock in decedent’s gross estate. 
Foley v. Allen, U.S.D.C., M.D. Georgia, Jan. 7. 


Trusts not in contemplation of death al- 
though grantor was 71 when he created them. 
In 1935, decedent, age 71, transferred bonds of 
approximately $100,000 to each of two trusts. 
His sisters were to receive income for life. 
If they survived him, they were to receive 
principal. If they predeceased him, principal 
was to be distributed as they should appoint by 
will, or if they failed to appoint, to their 
heirs. As trustee, decedent retained power to 
terminate trusts, in which case principal was 
to be distributed to sisters. 


Such power would have rendered property 
includible in decedent’s estate if trusts had 
continued. However, in 1943, decedent termin- 
ated trusts and distributed property to his 
sisters outright. He died ten months later. 
Evidence showed that he was healthy and 
seldom consulted doctors. Commissioner de- 
termined that original transfers in trust and 
relinquishment of decedent’s power to termin- 
ate had been made in contemplation of death 
and, therefore, included the trusts in decedent’s 
estate. 


HELD: For taxpayer. Thought uppermost 
in decedent’s mind when trusts were originally 
executed was to make sisters financially inde- 
pendent and also to save income taxes. In ad- 
dition to trust, each sister had about $100,000 
which decedent had previously given them. 
Together their property equalled that of de- 
cedent at his death. 


Relinquishment of trusts in 1943 had to be 
considered together with facts attending their 
establishment. Dominating motive for termin- 
ation of trusts was to eliminate necessity for 
trust returns and simplify entire financial 
situation. Controlling motive was not thought 
of death. Beil v. U. S., U.S.D.C., Minn. Nov. 7. 


GIFT TAx 


Gift tax imposed on full amount subject to 
discretionary power of trustee to use prin- 
cipal. Wife created trust under which husband 
was to receive income for life, plus right to 
receive such amounts from principal, not ex- 
ceeding $3,000 in any one year, as trustee in 
his uncontrolled discretion might think neces- 
sary for his comfortable maintenance and sup- 
port. Upon his death, property was to revert 
to wife. In valuing gift, Commissioner included 
amount of $3,000 of principal annually, to- 
gether with income of diminishing trust fund, 
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for husband’s life. Wife challenged Commis- 
sioner’s position on ground that principal 
might never be used for husband’s benefit, and 
yet his determination included maximum 
amount of $3,000 invasion annually as com- 
pleted gift. 


HELD: For Commissioner. Trust gave hus- 
band more than right to future income. It 
gave him assurance of limited invasion in 
case of need. This interest would be protected 
by court of equity. Yet part of this principal 
might nevertheless revert to wife. However, 
Commissioner’s determination, which is pre- 
sumed to be correct, had to be sustained since 
taxpayer could not suggest any reliable actuar- 
ial method of computing value of wife’s 
reserved right to receive principal back intact 
in ease trustee should not find it necessary 
to use it for husband. Lockard v. Comm., 
C.C.A.-1, Feb. 5. 


Grantor of Clifford rule trust subject to 
gift tax on entire future income. Wife created 
irrevocable trust directing that income be 
paid to her husband for six years. At end 
of that period, or upon husband’s death if 
he died during that period, principal was to 
revert to wife. Under rule of Clifford case, 
income from this trust was taxed to wife. 
While she admitted that gift tax was also 
required to be paid, she contended that since 
income was hers, gift tax was due only as 
income was paid over to husband. Commis- 
sioner’s position was that commuted value 
of all income payments was subject to gift 
tax in year property was transferred in trust. 


HELD: For Commissioner. Immediately up- 
on wife’s transfer of property to trust, hus- 
band became entitled to equitable right to in- 
come for six years, subject only to his prior 
death. He thus received a legally protected 
interest having an exchangeable value. Trans- 
fer came within broad sweep of gift tax pro- 


visions. Fact that income was taxed to wife 
on theory that she remained in substance the 
owner of trust property is immaterial in 
determining gift tax liability. Any correlation 
between income, estate and gift taxes is 
“purely coincidental.” The various taxes each 
have their own criteria. Wife did not receive 
income and then give it away by successive 
assignments. She made single transfer, in 
trust and gifts of future income payménts 
were taxable in entirety in year of transfer. 
B. M. Lockard v. Comm., C.C.A.-1, Feb. 5. 
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EMPLOYEES’ TRUSTS 


Participants under qualified employees’ 
trust taxable only on amounts actually dis- 
tributed, although beyond retirement age at 
inception. Company established pension trust 
which was approved by Bureau of Internal 
Revenue as meeting requirements of Section 
165, I.R.C. Trust provided that Company 
would contribute necessary funds to purchase 
individual annuity contracts and that em- 
ployees could, in lieu of retirement, remain 
in Company’s employment without foregoing 
annuity payments. Trustees were given power 
to terminate trust at any time, whereupon 
contracts would be distributed to participants. 


Two principal stockholders who were officers 
and trustees of pension trust and another 
employee were beyond retirement age when 
plan was adopted. These individuals reported 
in their income only amounts actually. re- 
ceived during years in question. Commissioner, 
however, included entire cost of annuities pur- 
chased by Company on ground that trustees 
could have terminated trust at any time and 
had contracts distributed to participants. 
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HELD: For taxpayers. Petitioners were 
bona fide participants under plan. Trust was 
intended to be permanent and was not subter- 
fuge for exclusive benefit of petitioners. Em- 
ployees are taxable on income only in year in 
which it is distributed or made available to 
them. Oliver v. Comm., 10 T.C. No. 14, Jan. 16. 


REVENUE BUREAU RULINGS 


Deduction of executors’ and attorneys’ fees 
for income or estate tax purposes. Such admin- 
istrative expenses, including fiduciaries’ fees 
and expenses of litigation, and fees for prepar- 
ation of tax returns, which are ordinary 
and necessary expenses incurred in admin- 
istration of estate, are, to extent they are not 
attributable to tax-exempt income, deductible 
in computing net income of estate, providing 
they were not claimed as deductions in comput- 
ing estate taxes. They are deductible either 
in estate tax return or in income tax return 
filed by estate. Letter of Acting Deputy Com- 
missioner (IT:P:TR-RFD-5). 


Proposed amendment to estate tax regula- 
tions on attorneys’ fees. Treasury Department 
has proposed amendment to Regulations 105 
(Estate Taxes) requiring deduction for at- 
torneys’ fees, incurred in contesting deficiency 
or in prosecuting claim for refund, to be 
claimed at time such deficiency is contested, 
or refund claim prosecuted. Deduction for such 
fees will not be denied, or will claim for re- 
fund be questioned, solely by reason of fact 
that amount of fees to be paid was not estab- 
lished at time right to deduction was claimed. 


Michigan Community Property Ruling. In 
the absence of State decisions interpreting 
the Michigan Community Property Law, in- 
come received by husband and wife after July 
1, 1947, will be treated as community property 
only to the extent that it can be traced to 
personal services rendered after the effective 
date of the Act. In the case of a partnership 
or individual proprietorship where capital and 
personal services are income producing factors, 
the income must be allocated. Contracts be- 
tween spouses stating that income of either 
shall be the separate income of the spouse 
producing income will be recognized. I.T. 3890. 


Shattuck Paper Reprinted 


“THE TRUSTEE’S Duty To INVEsT,” the address 
delivered by Mayo A. Shattuck at the recent 
Mid-Winter Trust Conference (see Feb. issue), 
has been reprinted due to the demand. Copies 
may be obtained for 15c each by writing to 
the magazine. 
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PERSONNEL CHANGES in TRUST INSTITUTIONS 


ARIZONA 


Phoenix—E. Martin Larsen has become as- 
sociated with the PHOENIX SAVINGS BANK & 
Trust Co., having recently resigned as trust 
officer of the Granite Trust Co., Quincy, Mass. 


CALIFORNIA 


Bakersfield—Ralph C. Hinderliter has been 
promoted to trust officer of BANK OF AMERICA. 


Pomona-—A. H. Lawrence is now vice pres- 
ident and trust officer of First NATIONAL 
BANK, having relinquished the post of cashier 
which has been taken over by Nelson F. Higby. 


San Bernardino—PIONEER TITLE INSURANCE 
& TrusT Co. has made the following changes 
in its top official staff: W. N. Glasscock, for- 
merly president, now chairman of the board. 
with continued responsibility for trust invest- 
ments and administration; C. K. Cooper ele- 
vated to president, with continued supervision 
of title insurance and escrow departments as 
well as branches; and R. L. Horine, promoted 
to first vice president in charge of public rela- 
tions and personnel. 


CONNECTICUT 


Bridgeport—BLAcK Rock BANK & TRUST 
Co. elected Harold C. Main vice president, 
treasurer and trust officer. 


Stamford— 
William A. Mur- 
phy, formerly as- 
sistant treasurer, 
has been made 
vice president of 
STAMFORD TRUST 
Co.; J. Gordon 
Atkins promoted 
to vice president 
and trust officer; 
Miss Agnes 
Cooney, in charge 
of advertis- 
ing and person- 
nel, named as- 


J. GORDON ATKINS : 
sistant secretary. 


New Britain—Ray W. Howard has been pro- 
moted to trust officer at NEW BRITAIN Na- 
TIONAL BANK. 


FLORIDA 


Jacksonville, Miami & West Palm Beach — 
L. Vernon Chappell, formerly assistant vice 
president and assistant trust officer of FLORIDA 
NATIONAL BANK of Jacksonville, was elected 
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vice president and trust officer of FLORIDA 
BANK &;:TRusT Co., West Palm Beach. R. E. 
Oglesby resigned from the latter bank: to be- 
come assistant vice president and assistant 
trust officer of the FLORIDA NATIONAL BANK 
& Trust Co., Miami. 


GEORGIA 


Atlanta—After 
19 years with 
TRUST COMPANY 
OF GEORGIA, Jas. 
C. (Jake) Shelor 
has resjgned as 
vice president in 
charge of the 
trust department 
to become vice 
president and di- 
rector of FULTON 
NATIONAL BANK 
of this city where 
his work will con- 
sist primarily of 
public relations. 
Mr. Shelor will be succeeded as vice president 
by Alfred D. Boylston, Jr., now trust officer, 
who has been with Trust Company of Georgia 
for 23 years. 


JAMES C. SHELOR 


Mr. Shelor was 
organizer and 
first president 
of the Atlanta 
Life Insurance 
and Trust Coun- 
cil. He has taught 
at the Atlanta 
Law school, the 
Atlanta division 
of the University 
of Georgia, and 
the American In- 
stitute of Bank- 
ing. Before join- 
ing the trust com- 
pany he had prac- 
ticed law. 


ALFRED D. BOYLSTON, JR. 


GEORGIA 


Augusta—J. Marion Adams has been pro- 
moted to vice president and trust officer of 
the GEORGIA RAILROAD BANK & Trust Co., and 
Gardelle Lewis, to assistant trust officer. 


ILLINOIS 


Chicago—F rank M. Hickok, vice president in 
charge of the corporate trust division, AMER- 
ICAN NATIONAL BANK & TrRusT Co., retired 
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from active duty on March 1. Mr. Hickok, who 
joined the bank as a vice president in 1929, 
plans to make his home in Leesburg, Fla., 
where he will act in a trust advisory capacity 
for one of the national banks in that area. 
Mr. Hickok was guest of honor at a reception 
arranged by Lawrence F. Stern, president, 
and Morris E. Feiwell, vice president in 
charge of the trust department. The cor- 
porate trust division will operate under the 
supervision of Edmund L. Andrews, vice 
president, whose election to that position was 
reported last month. 


Cicero—At CICERO STATE BANK, Charles C. 
Stoffel has been elected president, succeeding 
John Sherlock, retired. Mr. Stoffel was former- 
ly vice president and trust officer. 


Skokie —. Elmer E. Burge, trust officer of 
NATIONAL BANK OF SKOKIE, has been given the 
additional title of secretary. 


INDIANA 


Fort Wayne—Herbert Marhenke has been 
elected assistant trust officer at PEOPLES TRUST 
& SAVINGS Co. 


Indianapolis — Albert C. Backemeyer has 
been made assistant trust officer of FIDELITY 
TRUST Co. 


KANSAS 


Kansas City—Milton F. Barlow has been 
vice president and trust officer of 


elected 
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Co. Mr. Barlow, president of the American 
Institute of Banking in 1938-39, was formerly 
trust officer and assistant secretary of First 
Trust Co., Lincoln, where he was in charge of 
corporate trusts and pensions. He is a member 
of the Nebraska Bar. 


Lawrence—Edward B. Martin, promoted to 
cashier and assistant trust officer of First 
NATIONAL BANK, succeeds Kelvin Hoover, for- 
mer cashier now raised to vice president. 


MASSACHUSETTS 


Quincy—See Phoenix, Ariz. 


MINNESOTA 





Minneapolis — 
MARQUETTE NaA- 
TIONAL BANK 
promoted Sam W. 
Campbell to vice 
president and 
trust officer. Mr. 
Campbell has 
been trust officer 
since he came 
with the bank last 
October, prior to 
which he was spe- 
cial State Assist- 
ant Attorney- 
General. 





SAM W. CAMPBELL 


MISSOURI 


St. Joseph—P. R. Lacalli has been elected 
president of MISSOURI VALLEY TRUST CoO., suc- 
ceeding the late Leo Knaebel. Charles E. Burri 
was advanced from treasurer to secretary, and 
Miss L. O. Jones to treasurer and assistant 
trust officer. 


St. Louis—StT. Louis UNION TRusT Co. an- 
nounced the election of Carl L. A. Beckers as 
assistant vice president; John A. Wehmeyer 
as real estate loan officer; S. W. Gusoskey as 
real estate officer. 









NEBRASKA 


Lincoln—See Kansas City, Kans. 
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Omaha—Fred W. Thomas, formerly vice 
president, became president of First NATIONAL 
BANK, to succeed T. L. Davis, now chairman 
of the board. 


NEW JERSEY 


Jersey City—Paul Bestor, a former vice 
president of the Prudential Life Insurance Co. 
and former U. S. Land Bank Commissioner, 
was elected to the presidency of the TRUST 
COMPANY OF NEW JERSEY. Joseph G. Parr, 
whom he succeeds, was elevated to the chair- 
manship of the board. 

Plainfield—Louise B. Moyer has retired 
from the PLAINFIELD TRUST Co., where she 
had been in charge of new business for many 
years. 


NEW YORK 


Buffalo—James C. Huntley of the trust de- 
partment, and Raymond A. Neill, personnel 
supervisor, have been named assistant per- 
sonnel managers at MARINE TRUST Co. 


Canandaigua & Jamestown—John D. Hamil- 
ton succeeds John H. Wright as president of 
the NATIONAL CHAUTAUQUA COUNTY BANK. 
The latter is now chairman of the board. Mr. 
Hamilton was formerly president and trust 
officer of the Ontario County Trust Co., 
Canandaigua. 


Canton—ST. LAWRENCE COUNTY NATIONAL 
BANK elected Gus Hedlund an assistant cashier 
and assistant trust officer. 


Cortland—J. Clare Carlin has been elected 
trust officer and secretary of MARINE MIDLAND 
Trust Co. Prior to coming with the Marine 
last August, Mr. Carlin was an examiner for 
the New York State Banking Department. 

New York—Harold S. Miner, vice president 
of MANUFACTURERS TRUST Co., has been placed 
in charge of the bank’s office at Fifth Avenue 
and 43rd Street. 


Warwick—Roy T. Elston has been elected 
president and trust officer of First NATIONAL 
BANK, to succeed R. R. Goodlatte who retired. 


NoRTH CAROLINA 


Charlotte—Word H. Wood, one of the found- 
ers of AMERICAN TRUST Co. and for 26 years 


president before coming chairman, has been 
elected honorary chairman. No successor has 
yet been appointed. Herbert Thomason was 
made assistant secretary and associate trust 
officer; C. W. McGriff named assistant trust 
officer and assistant secretary; Edwin V. 
Mack, assistant trust officer. 


Greenville—Ralph P. Hardee has been made 
an assistant trust officer of the GUARANTY 
Bank & TRUST Co. 


OHIO 


Cincinnati—At 
SECOND NATIONAL 
BANK, Leo E. 
Oberschmidt was 
promoted to vice 
president and 
trust officer. 

Cincinnati — 
William H. Drach 
has been _s pro- 
moted to vice 
president and 
trust offiicer in 
charge of the 
trust department 
of WESTERN 
BANK & TRUST 
Co. Mr. Drach has been with the department 
twenty years and is a member of the bar and 
a graduate of the American Institute of Bank- 
ing. He succeeds Edward C. Wehmer, who 
retired on December 31. 


WILLIAM H. DRACH 


INSTITUTIONAL BOND 
SHARES 
OF 
Group Securities, INC. 
Incorporated 1933 
For Prospectus, Write 
Your Investment Dealer, or 


Distributors Group, Incorporated 


63 Wall Street 
New York 5, N.Y. 


COMPLETE TRUST SERVICE IN GEORGIA 


through eieven offices in six cities 
THE CITIZENS & SOUTHERN NATIONAL BANK 
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Dayton—Paul Hapner has become assistant 
trust officer of the WINTERS NATIONAL BANK & 
Trust Co. 

East Liverpool — First NATIONAL BANK 
elected James A. Reaney vice president and 
trust officer to succeed the late W. E. Dunlap. 


PENNSYLVANIA 


Philadelphia — 
THE REAL Es- 
TATE TRUST CoM- 
PANY has _ pro- 
moted Joseph E. 
Greene to vice 
president and 
trust officer in 
charge of the 
Houston = estate; 
Andrew J. O’Con- 
nell to assistant 
vice president 
and corporate 
trust of fficer; 
George H. Ren- 
ninger to assist- 
ant vice president and trust officer; Frank F. 
McCarthy and Charles L. Turbett to trust 
officer; and Robert A. Bodine to assistant trust 
officer. 


GORDON H, RENNINGER 


Reading—Paul O. Rothermel has been made 
trust officer in charge of estate planning, 
BERKS CouNTy Trust Co. Francis M. Schick 
was elected assistant secretary in charge of 
appraisals; Raymond B. Hilbert, assistant 
trust officer in charge of tax accounting. 


TENNESSEE 


Chattanooga—E. Y. Chapin, Jr., has been 
elevated to executive vice president of the 
AMERICAN TRUST & BANKING Co. He was for- 
merly vice president and trust officer. 


Nashville—THIRD NATIONAL BANK elected 
J. C. Barbour assistant trust officer. 


TEXAS 


Beaumont—FiIrRsTt NATIONAL BANK elected 
Benjamin M. Harrison an assistant trust 
officer. Mr. Harrison joined the F.B.I. for 
four years during the war, thereafter entering 
law practice in Houston prior to his returning 
to the bank. 


Dallas—Ralph E. Scott has been elected as- 
sistant trust officer of DALLAS NATIONAL BANK. 
Mr. Scott comes from the IRVING TRUST Co., 
New York, where he was assistant vice pres- 
ident in the trust department. He is a graduate 
of the University of Pennsylvania, Wharton 
School of Commerce and Finance, and of 
Fordham University School of Law. During 
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the war Mr. Scott served as a Major in ihe 
Finance Department of the Army. 


Houston—SECOND NATIONAL BANK advanced 
David Weintraub to trust officer, and E. E. 
Edens, Jr., to assistant trust officer. 


San Antonio—J. H. Frost, president of 
Frost NATIONAL BANK, has been elevated to 
chairman; T. C. Frost, former vice president, 
was elected president. 


Texarkana—R. B. Baldwin has been pro- 
moted to trust officer of TEXARKANA NATIONAL 
BANK. 


Wichita Falls—Promotion of E. A. Deaton 
to vice president was announced by the City 
NATIONAL BANK. Mr. Deaton is also trust 
officer. 


VERMONT 


MOoNTPELIER—Luman B. Howe has _ been 
elected president of MONTPELIER NATIONAL 
BANK to succeed the late Homer L. Skeels. 
Evald O. Johnson advanced to trust officer. 


VIRGINIA 


Newport News—S. H. Plummer has been 
elected to the chairmanship of the board of 
First NATIONAL BANK. Succeeding him as 
president is H. W. Chandler, formerly vice 
president. B. G. Roy has been appointed exe- 
cutive vice president. 


Orange—William Monroe Early, Jr., former- 
ly executive vice president and trust officer, 
has been elected president of NATIONAL BANK 
OF ORANGE to succeed Dr. Lawrence S. Ricketts, 
retired. 


W ASHINGTON 


Seattle—Harold Rogers has been named as- 
sistant trust officer of PEOPLES NATIONAL 
BANK. 


Seattle—George A. Springer was elected 
assistant trust officer of SEATTLE First Na- 
TIONAL BANK. 


Seattle—E. P. Brevig has been promoted to 
assistant vice president and trust officer of 
UNIVERSITY NATIONAL BANK. 


No. Carolina Trust Assets Up 


ToTaL Trust Assets of North Carolina state 
banks, as reported in the annual report of 
the Commissioner of Banks, increased from 
$157,788,385 on December 31, 1945, to $181,- 
135,603 the following year. Trust department 
earnings of 155 banks in 1945 were $678,239 
while in 1946, 153 banks had earnings of 
$881,301. 
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Trust Institution Briefs 


Atlanta, Ga.—J. W. Speas, vice president 
and trust officer of First NATIONAL BANK, has 
been appointed a member of the governmental 
securities committee of the Investment Bank- 
ers Association of America. 

Chicago, Ill—First NATIONAL BANK gave 
a dinner to members of the Quarter Century 
Club of the bank February 21, at the Palmer 
House. The club has 390 employees with from 
25 to 50 years’ service, and 125 retired after 
more than 25 years’ service. 

New York, N. Y.—Esmond B. Gardner, 
vice president in the trust department of 
CHASE NATIONAL BANK, has been elected 
treasurer of the Girl Scout Council of Greater 
New York, succeeding Winthrop W. Aldrich, 
chairman of the bank’s board, who resigned 
because of the pressure of other business. 

Hickory, N. C.—First NATIONAL BANK OF 
CATAWBA CoUNTY took over the assets and 
assumed the liabilities of the First SECURITY 
Trust Co., which discontinued operations. 

Rochester, N. Y.—Directors of SECURITY 
Trust Co., at a dinner given by President 
Bernard E. Finucane, paid tribute to William 
H. Stackel, vice president and trust officer, 
to mark the occasion of his 45th year with the 
bank. Mr. Stackel joined the bank as a 
messenger in 1903. He is a former head of the 
Trust Companies Association of New York 
State. 


In Memoriam 
Harry L. ADDITON, president and trust of- 
ficer, MERCHANTS NATIONAL BANK, Man- 
chester, N. H. 
LESTER D. COLTRANE, president and trust 
officer of ConcorD (N.C.) NATIONAL BANK. 


D. MAXWELL, Sr., vice president 
EASTON (PA.) NATIONAL 


HENRY 
and trust officer, 
BANK. 

MILES W. TOWNEND, senior trust examiner 
of the FEDERAL RESERVE BANK of Cleve- 
land and formerly trust officer of the First 
National Bank, Cincinnati. 


GORDON S. RENTSCHLER, chairman of the 
hoard of NATIONAL CITY BANK and CITY BANK 
FARMERS TrusT Co. of New York. 


LOUISVILLE LIFE INSURANCE AND TRUST COUN- 
ciL, INC., was recently established, with Joseph 
R. Gathright of Kentucky Trust Co. as pres- 
ident. Harry Castleman was chosen vice pres- 
ident, and A. E. Cabbell of Lincoln Bank and 
Trust Co., secretary-treasurer. 
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Trust Council News 


Alexander A. Jenkins (seated, right) as- 
sistant trust officer, Manufacturers National 
Bank of Detroit, newly elected president of 
the Detroit Life Insurance and Trust Council, 
calls the other newly elected officers into con- 
ference to determine plans and policies for 
the fourth year of this rapidly growing organ- 
ization. With him in the picture are, seated, 
ki. Leight Jones, C.L.U., vice president, who 
is manager of the Pension and Business Insur- 
ance Division, George E. Lackey Agency, 
Massachusetts Mutual Life Insurance Co. 
Standing, left, is the new secretary, C. Stewart 
Laxter, vice president and assistant trust offi- 
cer, National Bank of Detroit, and the new 
treasurer, Lantz L. Mackey, C.L.U., a member 
of the Committee on Relations with Trust 
Officers, National Assn. of Life Underwriters. 


AT THE FEBRUARY MEETING of the Life Insur- 
ance and Trust Council of Los Angeles, Rus- 
sell S. Bock, Manager of the Tax Division 
of Ernst & Ernst, discussed “The Advan- 
tages of Incorporating Sole Proprietorships 
and Partnerships.” Thirteen additional trust 
representatives were elected to membership in 
the Council which now has members from 
Long Beach, Pasadena, Santa Ana, Pomona 
and San Bernardino. 
e 
TRUST COUNCIL OF Fort WorTH, on February 
23, heard James Ralph Wood, vice president 
of Southwestern Life Insurance Co., discuss 
the subject of Life Insurance as Community 
Property in Texas. Many intricate problems in 
protecting and distributing a community estate 
can be solved by life insurance, Mr. Wood said. 
o 

PITTSBURGH LIFE INSURANCE AND TruUST CouUN- 
cIL, Corporate Fiduciaries and the Life Man- 
agers Association were joint hosts of a meeting 
on March 16th to hear an address by Mayo 
A. Shattuck on “Encouraging Developments 
in the Art of Estate Planning.” 





— THE CAPITALABOR TEAM— 


Developments which have promoted, or promise to promote, mutual 
welfare of employees, employers and providers of capital tools. 


Public Relations Correspondence Course 


A correspondence course in public relations 
for employees is the New York Central’s new- 
est effort to further improve courtesy and 
service to the traveling and shipping public, 
the railroad announced last month. 


More than 50,000 employes have attended 
public relations conference classes being held 
for several years at many points on the Cen- 
tral’s 11,000-mile system. 


Because of unusual working hours or vary- 
ing working locations, particularly in train 
service, some employes have been unable to 
attend such classes, which are conducted one 
night a week for six weeks at numerous loca- 
tions. Therefore, the new course is designed 
particularly to reach such employes. 

It brings out such points as the value of 
courtesy to employes both on and off the job; 
numerous practical hints for improving rela- 
tions with the public and other people; and 
provides basic knowledge about the workings 
and economics of the company, the rela- 
tionships of its customers, employes, manage- 
ment and investors. All employes who achieve 
an average of 75% or better for the course 
will be awarded certificates recognizing their 
public relations interest and ability. 


Slide Films On Employee Relations 


A series of five sound-slide films for em- 
ployee training in banks has been produced 
by the Financial Public Relations Association, 
and distributed to the first one hundred sub- 
scribers. The pictures were primarily de- 
signed for use as a package in conjunction 
with employee training programs and to stim- 
ulate employee job interest. 


These films should constitute the beginning 
of a program to enhance the employee’s sense 
of individuality, and thus improve his attitude 
toward his job and increase his efficiency. An 
instructors manual to be used as a guide by 
the discussion leader is being prepared by 
Robert L. Knight, Ohio Citizens Trust Co., 
Toledo, and is available for use with the 
pictures. 

The two lead characters appear in all five 
films, and the series is tied together by flash- 
backs and a complete summary in the last 
film. The subjects treated in the series are, 
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in order of presentations: human relation- 
ships in banking, the importance of the indi- 
vidual employee in customer relations, prin- 
ciples needed to achieve customer good will, 
the importance of the individual in admin- 
istering bank policy, and the bank as an 
institution serving the community. 


Communicating With Employees 


A new industrial relations program, ad- 
vanced on the theory that a worker well 
informed in the economic facts of life is a 
better worker, is under way at American Cen- 
tral Division, Avco Manufacturing Co., Con- 
nersville, Ind. Eric Johnson, general manager, 
talks to his employees on management prob- 
lems, prices, profits, distribution system and 
similar topics. Mr. Johnson feels that he 
can reach small groups more effectively than 
larger ones, so he addresses six or seven 
groups a day until all employees have been 
reached. The management feels that the 
goodwill and understanding attained more 
than justify the estimated three dollars per 
person cost of this type of employee-manage- 
ment communication. 


$27 To Wages For $1 To Dividends 


A fundamental change in the distribution 
of corporation payments has taken place in 
the last seventeen years. The nine to one ratio 
of wage payments to dividends that prevailed 
in the period from 1929 to 1936 has now risen 
to twenty-seven to one, according to the 1947 
edition of The Handbook of Economic Stat- 
istics. During 1942-46, wage payments totalled 
$529,900,000,000 compared with $22,600,000,000 
to stockholders. 


The steep increase in the ratio was accom- 
panied by a rise in both the number of wage 
earners employed and the number of stock- 
holders on record. Total*employment in the 
years 1929 to 1931 ranged from 46,304,000 to 
41,099,000, and in the last five years from 
about 53,000,000 to nearly 60,000,000. Exact 
figures on the growth of the number of stock- 
holders are not available. 

In view of the present magnitude of wage 
payments, and of such other factors as taxes, 
it was suggested that management place more 
emphasis on this new ratio in its reports. 
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Explaining Operation of Free 
Enterprise to Employees 


ROGRAMS for explaining the workings 

of free enterprise to employees are cur- 
rently being undertaken by approximately 
two-thirds of the companies whose key execu- 
tives were surveyed by the National Industrial 
Conference Board on the prevalence of such 
programs. 


The educational effort in more than half 
of these companies consists primarily of 
“demonstration rather than word pictures.” 
Most of the replies reveal the strong conviction 
that the workers’ evaluation of free enterprise 
must be based “‘not so much on what he is told 
as on his day-to-day experience as a member 
of a capitalistic society.” 


At the one extreme, executives zealously 
assign to management the responsibility for 
explaining free enterprise to employees. At 
the other extreme are those who fear that 
management efforts to “sell” free enterprise 
via the printed word or through canned shot- 
in-the-arm programs “may backfire under the 
stigma of propaganda.” 


The companies which refer to their at- 
tempts over a long period of years to give 
employees a clear concept of free enterprise 
appear to be “reasonably assured” that these 
indirect efforts are proving effective. Execu- 
tives who do not refer in their replies to this 
attempt to sell by demonstration generally 
appear hesitant to evaluate results. 


“Free enterprise programs” devised and 
publicized by some employers’ and manufac- 
turers’ associations are the object of special 
criticism by some who characterize them as 
“yroducing more harm than good.” Few at- 
tempt to define free enterprise for employees. 
Some suggest that the term is either “too 
vague to define” or is “so complex that there 
is danger of disagreement” over details. 


In practically all the replies in this category, 
the underlying theme seems to be that the 
perpetuation and growth of free enterprise 
hinge primarily on the degree to which mutual 
understanding between worker and employer 
is achieved. In the majority of cases, personal 
contact between employee and supervisor ap- 
pears to be the avenue most relied upon. A 
high percentage of these executives also men- 
ion additional and supplementary means of 
‘communication that have met with varying 
egrees of success, such as employee news- 
apers and magazines, posters, annual reports 

d letters from the company’s chief executive. 
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e THE PENSION PLAN recently approved by 
shareholders of the Anglo California National 
Bank, San Francisco, has been almost unan- 
imously accepted by the staff. The trust de- 
partment of the bank will be trustee. The 
bank is paying the entire cost of past service 
benefits and about two-thirds the annual cost. 
Normal retirement is at 65 although limited 
provisions exist at 60 for employees with 20 
years of service. 


Slornatec 


MINERALS & CHEMICAL 
CORPORATION 





General Offices 
20 North Wacker Drive, Chicago 


* 


Dividends were declared by the 
Board of Directors on 
February 26, 1948, as follows: 


4% Cumulative Preferred Stock 
24th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Forty Cents (40¢) per share. 


Both dividends are payable March 30, 1948, 
to stockholders of record at the close of 
business March 19, 1948. 


Checks will be mailed by the 
Bankers Trust Company of New York. 


Robert P. Resch 
Vice President and Treasurer 


* 


Mining and Manufacturing 


Phosphate @ Potash e Fertilizer @ Chemicals 








73rd Consecutive 
Quarterly Dividend 


This dividend of 20c per share 
from ordinary net income 
is payable March 31, 1948, 
to stockholders of record, 
March 17, 1948. 


WALTER L. MORGAN 
Philadelphia President 





TRUST BUSINESS MAKING RECORD HIGHS 


Survey and Review of Annual Reports Show 
General Increase in Volume and Gross 


EW records in dollar volume of trust, 
pote and managed agency accounts 
were reported by a substantial number of 
the 122 trust institutions for which such 
information was given, in the 1947 stock- 
holder reports or directly to the magazine. 
The additional 67 banks reporting since 
publication (in February issue) of the first 
one hundred covered, confirm the trend 
then noted to both generally higher volume 
and gross earnings. 

Increase in gross earnings was reported 
by 65 trust departments, decreases by only 
4. Increase in volume of assets under trust 
department administration was shown by 
93 while decreases were recorded in 10 
cases, and a number of others reported 
“substantial new business” or “substantially 
the same “volume of assets. 

Few reports show trust department net 
separate from total bank net, but in a 
number of cases the president, in his report, 
commented on the substantial contribution 
of trust department fees to the bank earn- 
ings, and several remarked that such fees 
had offset the decline in commercial bank 
earnings. The Federal Reserve Board re- 
ports that net profits for the system’s 6,900 
member banks dropped 14% below 1946, 
but are still high compared to the average 
of the past decade or longer. It should also 
be noted that, in many instances, extraordi- 
nary amounts were charged to reserves, 
funding of past benefits in pension funds, 
etc. Almost without exception banks report- 
ed higher salary expenses, though several 
maintained volume with smaller staffs. 

Special emphasis was placed in reports 
for 1947 on the value of estate planning 
activities, and on receptivity to smaller 
estates. From the few that gave the com- 
parative number of accounts—executor and 
trustee—as confirmed by textual comments, 
it appears that greater public use of trust 
services has more than made up for the 
shrinkage in size of estates due to high in- 
come and transfer taxes. 
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In the larger banks, the substantial in- 
crease in pension trust and investment man- 
agement business was most notable. In 
certain areas, particularly in the South- 
west, new record volume of estate and trust 
business is most marked. 

It is significant that, following the very 
restricted personal business development 
carried on during the war, more people are 
naming corporate fiduciaries and using 
more of their services. As some reports 
note, this increased popularity can be large- 
ly traced to groundwork laid in previous 
years or business now maturing from the 
will file, as well as to post-war activity in 
publicizing pension and managed agency 
services. 

Excerpts are given below from the re- 
ports of over 80 trust institutions which 
gave specific comment of special interest: 


First NATIONAL BANK OF MOBILE: 

“Fees in Trust Department in 1947 exceeded 
those of the previous year.” 
VALLEY NATIONAL BANK, Tucson: 


“Trust Department increase for 1946 was 
$1.47 for each $100 of gross income, while in 
1947 it increased to $1.55. 


SECURITY-FIRST NATIONAL BANK, Los Angeles: 


“A steady growth both in volume and in 
fees. The number of wills filed with the Bank 
continued at monthly record high levels.” 


TITLE INSURANCE AND TRUST COMPANY, 
Los Angeles: 


“Trust Department maintained earnings on 
a basis favorably with 1946. During the year 
131 new trusts were opened and 65 were 
closed.” 


UNION BANK & TRUST CoMPANY, Los Angeles: 


“Gross and net earnings of the trust depart- 
ment substantially the same.” 


FIRST NATIONAL TRUST AND SAVINGS BANK, 
San Diego: 


Carrying value of fiduciary accounts is 
$27,518,338. Living Trusts and Agencies is 
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$21,503,899 and Court Trusts $6,014,439. Trust 
assets are divided: 


Bonds Pek iene 

Common & Preferred Stock 
Real Estate - ae 
Real Estate Loan & Sundries __ 1,171,714 
Fund “A” (Common Trust) —— 1,685,927 
Cash aes 1,603,840 


........$7,705,178 
4,056,395 


AMERICAN TRUST COMPANY, San Francisco: 


“Gross earnings rose 12% over 1946. Oper- 
ating expenses increased 22%, 62% larger 
than in 1945.” 


BANK OF AMERICA, N.T.&S.A., San Francisco: 


“In 1947 activity of the Trust Department 
reached its highest point to date, 30% increase 
in numbers, 50% in volume of new wills filed.” 


WELLS FARGO BANK & UNION TRUST CoO., 
San Francisco: 


“Trust business continued in good volume 
during 1947.” 


INTERNATIONAL TRUST COMPANY, Denver: 


Both earnings and volume of trust depart- 
ment business increased in 1947. 


First NATIONAL BANK & TRUST COMPANY, 
Bridgeport: 


A most successful and profitable year. 


HARTFORD NATIONAL BANK and TRUST Co.: 


“The income from the Trust Department 
was particularly satisfactory as it was derived 
for the most part from regular trust services 
and not from settlement of large estates.” 


UNION & NEW HAVEN TRUST Co.: 


“Our Trust Department experienced a sub- 
stantial addition of estates and trust accounts 
which brought funds in its care to a new high 
mark.” 


WILMINGTON TRUST COMPANY: 


“Serving beneficiaries in 38 states, District 
of Columbia, Hawaii and ten foreign coun- 
tries. Beneficiaries under pension fund trusts 
live in every state of the union.” 


AMERICAN SECURITY AND TRUST COMPANY, 
Washington, D. C.: 


“Trust business showed a gain over the 
previous year with total trust assets now 
more than $155,000,000.” 


ices NATIONAL BANK, Washington, D. C.: 


‘Total assets were the largest since the 
establishment of the department.” 
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GROWTH OF TRUST DEPARTMENT 


38 39 40 41 42 43 44 45 46 47 








UNION TRUST COMPANY, Washington, D. C.: 


“Gross earnings of the Trust Department 
were $136,754 for the year 1947, exceeding all 
previous years. The Department now has over 
423 accounts. The securities and property held 
in these accounts have a value in excess, of 
$52,000,000.” 


FLORIDA NATIONAL BANK, Jacksonville: 


“Trust Department earnings and volume 
have increased steadily each year for con- 
siderably more than the past decade.” 


TRUST COMPANY OF GEORGIA, Atlanta: 


“Measured both in terms of new business 
and gross income the Trust Department had 
the largest volume of business in its history.” 


AMERICAN NATIONAL BANK AND TRUST CO., 

Chicago: 

“During the past year we have been desig- 
nated as executor and trustee in the greatest 
number of wills ever to be placed on file with 
us in any one year. *** we have substantially 
increased the number of trusts established 
under agreement *** and of custodian manage- 
ment accounts.” 


CONTINENTAL ILLINOIS NATIONAL BANK AND 
TRusT Co., Chicago: 


“*** growing number of customers and 
shareholders who have named it executor, or 
executor and trustee ***.” Reports more use 
of trusteed retirement plans. 


First NATIONAL BANK OF CHICAGO: 


“Net earnings somewhat below 1946 due to 
increased operating expenses. Gross income 
satisfactorily maintained. Substantial increase 
in corporate and personal trust business.” 
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HARRIS TRUST AND SAVINGS BANK, Chicago: 


“In the Personal Trust Division we have 
again exceeded any previous year, both in the 
amount of active business and in the amount 
of potential business as executor or trustee. 

“The Corporate Trust Division reached an 
all-time high in the volume of bonds outstand- 
ing under trusteeships. Fees collected for ser- 
vices rendered as transfer agent and registrar 
of stock issues also reached the highest point 
in our history.” ‘ 


AMERICAN NATIONAL BANK, Indianapolis: 


“Assets *** again increased in 1947. Income 
of the Department was the largest of any 
year to date *** the Trust Department is 
- becoming a more important contributor to the 
progress of the Bank.” 


FLETCHER TRUST COMPANY, Indianapolis: 


“Assets of estates and trust reached 
$46,182,587 in 1947 as against $43,405,890 in 
1946. Personal property held as custodian in- 
creased by $290,205 to $5,168,053. As Transfer 
Agent, Registrar and Trustee of Corporate 
Stock and Bond Issues there was a decrease 
of about $1,170,000. 


BALTIMORE NATIONAL BANK: 


“The growth of the Trust Department in 
recent years has resulted in substantial con- 
tributions to the total net earnings of the 
Bank, and the outlook for the continued growth 
of trust activities is favorable.” 


UNION TRUST COMPANY, Springfield, Mass.: 


“The facilities of our Trust Department 
are being used at an ever-increasing rate.” 


NATIONAL BANK OF DETROIT: 


“The trust department had a very satisfac- 
tory report for 1947. Volume of business con- 





WHERE INCOME DOLLAR CAME FROM 


IRVING TRUST COMPANY, NEW YORK 


tinues to increase. *** establishment of a sub- 
stantial number of pension and profit-sharing 
plans.” 


BANKERS TRUST COMPANY, Detroit: 


“Each year has shown a larger number of 
trusts created under wills in which this com- 
pany has been designated ***.” 


MICHIGAN TRUST COMPANY, Grand Rapids: 
“Trust Department earnings and volume in- 

creased over 1946.” 

NATIONAL BANK OF JACKSON, Mich.: 


“Increased in dollar value of trust assets 
and in earnings. Increased use of securities 
management.” 


CENTRAL TRUST COMPANY, Lansing: 
“Both volume and earnings increased.” 


First NATIONAL BANK OF MINNEAPOLIS: 


“New Business and volume of assets in- 
creased substantially. Gross earnings highest 
in department’s history.” 


NORTHWESTERN NATIONAL BANK OF 
MINNEAPOLIS: 
“Gross and net fees and volume up sub- 
stantially.” 


St. Louis UNION TRUST COMPANY: 
“Record gross earnings of $2,262,029.” 


City NATIONAL BANK AND TRUST Co., 

Kansas City, Mo.: 

“Both personal and corporate divisions en- 
joyed a steady growth.” 


First NATIONAL BANK OF NEVADA: 


“Trust Department earnings have shown a 
satisfactory increase in new and _ potential 
business.” 


MONTCLAIR TRUST COMPANY, New Jersey: 


“Substantial business and now acting as 
executor of 29 estates, managing 265 personal 
and 23 corporate trusts and 132 custody ac- 
counts of which 35 with supervisory invest- 
ment service. More than a thousand people 
have named us in wills and insurance trust 
agreements.” 


First. NATIONAL BANK, New Rochelle: 

“Assets of more than $10 million continued 
profitable with substantial amount of new bus- 
iness.” 


CHASE NATIONAL BANK, New York: 


“*** completed one of its most active and 
successful years. *** steady growth in in- 
vestment service accounts and pension and 
profit-sharing trust business greatly exanded.” 
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City BANK FARMERS Trust Co., New York: 


“In both personal Trust and Corporate Trust 
Departments amount of new business contin- 
ued large. Selected as trustee in additional 
pension or profit sharing trusts and as execu- 
tor or trustee under wills.” 


CHEMICAL BANK & TRUST COMPANY, 
New York: 


“The business of the Personal Trust Depart- 
ment has grown throughout the year. Our pen- 
sion division has had its busiest year. The 
Corporate Trust Department in all divisions 
had another successful and profitable year.” 


COMMERCIAL NATIONAL BANK AND TRUST 
CoMPANY, New York: 


“Reports an increase in will appointments 
and a growing interest in pension and profit- 
sharing trusts.” 


CONTINENTAL BANK AND TRUST COMPANY, 
New York: 


“Corporate Trust activities increased, 
volume of business in personal trusts and in- 
vestment advisory accounts continued to grow.” 


FirtTH AVENUE BANK, New York: 


“Satisfactory results ***. Volume continued 
to increase during the year with special refer- 
ence to custody accounts.” 


FULTON TRUST COMPANY, New York: 


“Increase in assets, number of accounts and 
gross commissions.” 


GUARANTY TRUST COMPANY, New York: 


“The volume of trust business continues to 
show satisfactory growth, reflecting widening 
use by corporations in connection with all types 
of corporate financing and by individuals in 
the care of their investments and administra- 
tion of estates.” 


IRVING TRUST COMPANY, New York: 


Cites need for experienced and well-equip- 
ped advisers to meet family and business 
needs, reflected in a further growth of fiduciary 
business during the year. 


MANUFACTURERS TRUST COMPANY, New York: 


“Continues to show steady progress. Many 
hew and important customers are being se- 
cured. The outlook for continuing expansion 

* appears favorable.” 


MARINE MIDLAND CORPORATION, New York: 


“Both personal and corporate trusts show 
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healthy growth. Increasing number of accounts 
in investment Management Service.” 


TITLE GUARANTEE AND TRUST COMPANY, 
New York: 


“Revenue in 1947 was $269,383 as compared 
with $303,586 for 1946. Decline was due prin- 
cipally to smaller principal commissions. Con- 
sent was obtained for Common Trust Funds.” 
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UNITED STATES TRUST COMPANY, New York: 


“During 1947 total investments under our 
control as executor, trustee and agent reached 
the highest level in the history of the Com- 
pany, a figure more than double the amount 
*** twenty years ago.” Growth of investment 
and advisory accounts cited. 


LINCOLN ROCHESTER TRUST COMPANY, 
Rochester: 


“Total assets of this growing department 
was $194,259,548.” 


WACHOVIA BANK AND TRUST COMPANY, 
North Carolina: 


“During 1947, the volume of trust business 
handled at all offices increased 15% over the 
previous year, and the total amount of new 
business received has been exceeded only once 
or twice in all the Department’s history. The 
Department was administering *** 2,567 ac- 
tive trust accounts; the total value of all trust 
assets was well over $200,000,000. Our earnings 
for the year were excellent ***.” 


THE CLEVELAND TRUST COMPANY: 


“Our General Trust Fund has completed 
its second year of operation and continues to 
show a gratifying increase in volume.” 


NATIONAL City BANK, Cleveland: 


“Again we are pleased to report a satisfac- 
tory year in *** the Trust Department. Slight- 
ly lower earnings of Banking Department 
more than counterbalanced in earnings from 
Trust business.” 


OHIO CITIZENS TRUST COMPANY, Toledo: 


“Gross income one of highest in history.” 


UNITED STATES NATIONAL BANK, 
Portland, Oregon: 


“Satisfactory increase in size and volume 
of business.” 


FIDELITY-PHILADELPHIA TRUST Co., 
Philadelphia: 


“*#%* 55 per cent of our trust accounts have 
average principal value of $30,000 or less. 
Although the gross compensation from our 
Trust business is among the highest in recent 
years, the fees *** do not fully compensate 
us for the responsibility assumed and the work 
done. Over 7,000 trust or agency accounts, 
income collected was $31,500,000. Total com- 
pensation of Trust Department was $1,898,000, 
of which $1,039,000 were commissions on in- 
come and the balance on principal.” 
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GIRARD TRUST COMPANY, Philadelphia: 


“Considerable progress was made during the 
year, not only in improving operations within 
the department itself, but also in adjusting 
rates of compensation established many years 
ago. Revenues in 1947 were $2,316,147, a gain 
of $374,159.” 


LAND TITLE BANK AND TRUST Co., 
Philadelphia: 


“The volume of Personal Trust business 
showed substantial increase during 1947 ***. 
A continuing favorable trend is anticipated 
in 1948. Discretionary Common Trust, in sixth 
year, maintains fine record of appreciation 
in value. Corporate Trust on customary pro- 
fitable basis.” 


PENNSYLVANIA COMPANY FOR BANKING 

AND TRUSTS, Philadelphia: 

“Again we report a new high record in 
gross earnings of the Trust Department... 
a very substantial number of new trusteeships, 
custodianships and agency accounts and new 
wills . . .” Both discretionary and legal com- 
mon trust funds increased. Increased expenses 
and the large volume of old business stressed 
as evincing need for more adequate compensa- 
tion. 


PROVIDENT TRUST Co., Philadelphia: 


“Gross earnings of the Trust Department 
*** increased encouragingly during the year.” 
Net operating profit does not represent 
adequate compensation for services in admin- 
istering over $375 millions of personal trusts. 
There has been a gratifying number of new 
accounts of substantial size.” 


FIDELITY TRUST COMPANY, Pittsburgh: 


“Trust funds increased to the highest point 
in the history of the company ***. 4,200 trust 
estates with assets of $257,579,892, highest 
in history, an increase of $6,827,733. New 
business in amount of $23,544,555. Established 
two Common Trust Funds.” 


PEOPLES First NATIONAL BANK & TRUST COM- 
PANY, Pittsburgh: 


“Funds in excess of $160 million. New wills 
and trusts increased 40%.” 


UNION NATIONAL BANK, Pittsburgh: 

“Total trust funds were $95,628,994, an in- 
crease of 11.5%.” 
BERKS CouNnTy Trust Co., Reading: 


“There were 106 new wills and 11 life 
insurance trusts. We reviewed and assisted 
lawyers in revising 46 wills and life insurance 
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trusts in which we previously were named in 
a fiduciary capacity. Terminated and dis- 
tributed 239 trust accounts and obtained 164 
as compared to 163 last year.” 


SCRANTON LACKAWANNA TRUST COMPANY: 
“Trust assets highest in history.” 


AMERICAN NATIONAL BANK, Nashville: 

“Trust Department enjoyed the largest rev- 
enue in its history. Both number of cus- 
tomers and value of assets under administra- 
tion at new highs. The Department’s progress 
is confidently expected to continue.” 


THIRD NATIONAL BANK, Nashville: 


“During the past year, income from fiduci- 
ary fees was more than 50% greater than 
during any previous year,” reflecting substan- 
tial growth in number and volume of ac- 
counts.” 


’ 


REPUBLIC NATIONAL BANK, Dallas: 


“Development of the Trust Department dur- 
ing the past year has been the greatest in the 
history of the Bank.” 


FIRST AND MERCHANTS NATIONAL BANK, 
Richmond: 


“Further substantial increase in volume of 
business and greater number of new will ap- 
pointments than in any previous year. Contri- 
tution to Bank’s earnings gratifying and its 
future holds great possibilities.” 


STATE-PLANTERS BANK AND TRUST COMPANY, 
Richmond: 


“Continues to grow, agencies and living 
trusts being predominant among accounts re- 
ceived.” 


VIRGINIA TRUST COMPANY, Richmond: 


“Earnings increased considerably over the 
year 1946.” 


First NATIONAL EXCHANGE BANK, Roanoke: 


“The volume of assets showed a steady 
growth, increasing during the year nearly $1 
million. The income from the operations of 
the Department likewise reached an all-time 
high.” 


Paciric NATIONAL BANK, Seattle: 


“The year 1947 is the largest in the history 
of the department both from the standpoint 
of volume and earnings. By far the largest 
volume of appointments under wills developed 
in any one year.” 


SEATTLE-FIRST NATIONAL BANK: 


Reports “substantially increased volume of 
assets, both personal and corporate.” 
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RoYAL TRUST COMPANY, Montreal, Canada: 


“Administration of estates and trusts, again 
shows marked expansion, ***. Gross earnings 
amounted to record sum of $3,737,000.” 


TORONTO GENERAL TRUSTS CORP.: 


“Another milestone in passing the $300 
million mark — an increase of over $100 mil- 
lion in eighteen years. Estates, trusts and 
agencies account at $271,347,000 represents 
a $2,644,686 increase. New business totaled 
$28,921,161.” 
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Books 


Federal Income Taxation of Trusts and 
Estates 


LLOYD W. KENNEDY. Little, Brown and Co., Bos- 
ton. 837 pp. $16.50 (Includes 1948 service). 


This unique book covers all phases of 
fiduciary income taxation. The introductory 
chapter treats the general laws which are 
applied to trusts and estates. The chapter on 
the taxation of ordinary trusts and estates 
includes currently distributable income, dis- 
tributions in the discretion of the fiduciary, 
those in the discretion of the beneficiary, de- 
preciation and corrections of errors of over- 
payment by the fiduciary or beneficiary. A 
separate chapter deals with charitable trusts 
and contributions. Two chapters are devoted 
to the special problems relating respectively 
to trusts and to estates, such as deductions, 
basis, and types of trusts and estates. In view 
of the special treatment given to revocable 
trusts by the Revenue Act, they are con- 
sidered separately. 

This volume, which promises to be extreme- 
valuable, will be kept up to date by frequent 
pocket supplements. 


Institute on Federal Taxation (Sixth) 
New York University, New York. 1260 pp. $20. 


This year’s edition of the proceedings of the 
Institute of Federal Taxation includes the lec- 
tures of 72 nationally known tax experts. 
Among the lecturers dealing with estate and 
gift tax problems were Wilbur H. Friedman, 
Samuel J. Foosaner, Louis Eisenstein and 
William J. Casey. The experience and research 
of these experts, as offered through the Insti- 
tute, affords a unique opportunity for post- 
graduate training and a means, through the 
exchange of opinions, of resolving the differ- 
ent opinions resulting from this difficult field 
of law. Tax minimization and the study of 
alternative methods of reduction are offered. 


ARTICLES 


A Hazard of Gifts in Contemplation of 
Death 


ALVIN R. COWAN. Taxes, February. 


Section 811(j) of the Internal Revenue Code 
grants an executor the option to value the 
estate for tax purposes as of the date of 
death or one year thereafter, except as to 
property actually distributed, sold or disposed 
of in which case the actual date of disposition 
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is used. Since gifts in contemplation of death 
are included in the estate, an inequity arises 
where the property had a lower value at the 
time of gift. Yet this value cannot be used 
in taxing the estate. If the tax resulting be- 
cause of the inclusion of the gift at the higher 
value renders the estate insolvent the donee 
will be liable to the extent of the value of 
the property, under Section 827(b). It is 
recommended that the executor be permitted 
the additional option of valuing such property 
as of the date of gift. 


Obligations of New York Fiduciaries with 

Respect to Investments, II 

LOUIS C. HAGGERTY. Fordham Law Review, Nov- 

ember. 

A fiduciary is barred from lending trust 
funds to himself without express authority 
to do so even with an authorization to engage 
in self-dealing. Provided the sales are at a 
fair price the trustee of one trust may sell 
securities to himself as trustee of another 
trust. A fiduciary who controls a corporation 
may be surcharged for losses to the estate 
arising from the corporation’s losses on its 
investments. If a fiduciary makes an im- 
proper investment, he may escape liability if 
the defect is cured and the investment becomes 
permissible before a loss has been realized. 


A fiduciary is not relieved from responsi- 
bility for retaining an asset while it becomes 
worthless even where the testator expressly 
prohibits the sale of the asset. The rule per- 
taining to investing in conformity with the 
terms of the instrument will be waived where 
compliance with the mandatory directions 
are impossible or would substantially impair 
or defeat the purposes of the trust. 


He is not permitted to exercise the conver- 
sion right in a security, even though he has 
the right to retain the security, unless power 
to convert has been expressly given. While it 
is generally accepted that there should be 
diversification of investments, lack thereof is 
not in itself a basis of a surcharge. The fidu- 
ciary is not freed from responsibility simply 
because he is not confined to legal invest- 
ments. 


The questions of making and retaining in- 
vestments and that of investigation resolve 
themselves into the standards of a prudent man 
handling his own affairs. A corporate fiduci- 
ary is held to a greater degree of care and 
prudence than an individual. 
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Compensation of Co-Executors and Co- 

Trustees 

GILBERT T. STEPHENSON. Trust Bulletin, 

uary. 

This, the Third Study in the fourth series 
of Studies by the author, is supported by 
twelve tables on the various questions posed. 
These tables are compiled by states and by 
sections of the country within which lie the 
417 banks whose replies were used for the 
Study. On the average the executor’s or co- 
executor’s compensation amounts to 2.5% of 
the gross value of the estate and in amount 
three out of four estates the compensation 
is the same whether there are one or more 
executors. In less than one-half the estates 
the trust institutions share the compensation 
with the other executors. In 62% of the cases 
the attorney who serves as executor and at- 
torney receives compensation in only one 
capacity. 


Jan- 


Virginia Prudent Man Rule 
LEWIS F. POWELL, JR., Virginia Law Review, Jan. 


It is believed that in substance the Massa- 
chusetts “prudent man rule” is the law of 
Virginia, although never adopted in terms. 
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The statute pertaining to legal investments 
is merely permissive, if the trustee invests 
outside the list he must meet the prudent man 
test. A historical review of decisions and 
statutes show the scope of its acceptance. 
Therefore, it is believed that if this test is 
satisfied the fiduciary may invest in common 
and preferred corporate stocks. 


Trust Department—Security Cage Control 


National Auditgram, January. 


After the investment program for dealing 
with trust assets is approved it becomes the 
duty of the security teller to see that securities 
purchased are received and those sold are de- 
livered to the broker who has purchased them. 
Suggested forms and questions for the month- 
ly audit are set forth. 


Mayo A. SHATTUCK, Esq., widely known trust 
authority, has a new book coming out shortly. 
Entitled “An Estate Planner’s Handbook,” it 
will provide a comprehensive treatment of re- 
vocable trusts, insurance options, investment 
powers, law governing estate plans, and tax- 
ation. Little, Brown & Co. of Boston are the 
publishers. 
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Decisions 


Among these digests of current decisions are included reports by the following 
attorneys, for their respective jurisdictions: 


ARIZONA: H. L. Divelbess—Gust, Rosenfeld, Divelbess, Robinette & Linton, Phoenix 


CALIFORNIA: Walter L. Nossaman—Brady & Nossaman, Los Angeles 

DISTRICT OF COLUMBIA: Harold A. Kertz—Roberts & McInnis, Washington 
LOUISIANA: John M. Wisdom—Wisdom & Stone, New Orleans 

MASSACHUSETTS: Guy Newhall—Attorney-at-law, Lynn 

NEW JERSEY: Samuel J. Foosaner—Counsellor-at-Law, Newark 

NEW YORK: Joseph Trachtman—Attorney-at-Law, New York City 

PENN.: E. C. Shapley Highley—Shoyer, Rosenberger, Highley & Burns, Philadelphia 
WISCONSIN: George J. Laikin—Attorney-at-Law, Milwaukee 

ONTARIO: L. G. Goodenough—Leonard, Logan, Goodenough & Higginbottom, Torontc 


Digests of cases from MARYLAND and NEBRASKA were reported 
by members of the staff. 








CLaims — Creditor’ss Summons Served 
Upon Unqualified Executor Need Not 
be Answered 


Pennsylvania—Supreme Court 
Cavanaugh v. Dore, 358 Pa. 183. 


The, Supreme Court modified the decree of 
the Superior Court, as reported in Sept. 1947 
Trusts and Estates 259, to the extent of direct- 
ing the persons named in the will as executors 
either to file an answer in the suit brought 
against them as Executors or to renounce their 
right to take out Letters Testamentary. 


CLaims — Contract for Disposition of 
Property in Event of Death Not Testa- 
mentary 


California—Supreme Court 
Estate of Howe, 31 A.C. 403, Feb. 3. 


In 1928 Howe employed Netz as manager of 
Howe’s business at a specified compensation, 
further providing that if Howe died during 
continuance of the contract Netz should have 
as additional compensation for his services a 
hardware and plumbing business conducted by 
Howe under the name of Home Bros. Howe 
died in 1944 leaving a will appointing Netz 
as executor. Section 588, Probate Code, au- 
thorizes an executor or administrator to file 
a petition for instructions relative to the ad- 
ministration of his trust. Netz filed a petition 
under this section, asking for determination 
in regard to ownership of the business. Howe’s 
widow objected to the petition. Superior Court 
determined that the agreement was valid and 
that the business belonged to Netz individually 
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The complete roster of contributing legal editors appears in January and July. 











and was not to be included in the assets of 
the estate. 


HELD: Affirmed. Contract is not testa- 
mentary in terms even though not to be per- 
formed until after promissor’s death. This 
conclusion is not affected by fact that either 
party could have terminated the contract on 
ninety days’ notice, nor the fact that in a will 
made about four years after the contract 
Howe bequeathed the business to Netz “in the 
event such contract should be questioned in 


any way. 







CLaIms — Suit on Contract to Make Will 
Allowed Without Election Against Will 
by Promisee 


Massachusetts—Supreme Court 
Stoney v. Soar, 1948 A.S. 255, Feb. 18. 


Daughter alleged that in 1910 father prom- 
ised that if she would move out to his farm 
and induce her husband to go with her and 
look out for him as long as he lived he would 
make a will leaving her all his estate, and 
that she fully performed her part. His will 
gave her the residue after other bequests, and 
devised the farm to his grandson. Daughter 
sued for the value of services rendered. The 
jury brought in a verdict for her. The chief 
defense was that the provision in the will con- 
stituted part performance by the father and 
that by her failure to reject it she was barred 
in whole or in part from rceovery. 


HELD: Affirmed. Unless a will states that 
it is in whole or part payment of a debt, 
a testamentary gift is to be regarded as a 
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benefaction and not as payment of the debt. 
The will amounted to a repudiation of the 
promise and contained nothing to indicate 
that the testator intended his bequest as either 
whole or part payment. The doctrine of elec- 
tion is not applicable. The plaintiff’s own 
residuary legacy would be diminished by her 
recovery, and she was not defeating the opera- 
tion of the will. 


CLAIMS — Trustee’s Failure to Press Claim 
On Advice of Counsel Does not Relieve 
Him of Liability 


Pennsylvania—Supreme Court 
Borden Estate, 358 Pa. 138. 


The corpus of a trust was settlor’s demand 
note for $30,000, with interest at 5 per cent. 
Trustee was to pay the annual interest of 
$1500 to Elizabeth for life or until remarriage, 
and thereafter to settlor’s grandchildren, with 
remainders to their issue. Trustee was required 
to maintain collateral of at least $40,000 and 
to demand of settlor additional collateral if 
necessary. Settlor reserved the right after 
Elizabeth’s death to withdraw all collateral 
and substitute $30,000 in cash. Settlor was 
obliged to pay Trustee’s commissions separ- 
ately in order that the $1500 income would 
not be diminished by such charges. 


Settlor died before Elizabeth. Trustee sur- 
rendered the note and the collateral of $63,000 
in securities to settlor’s executor, for $40,000 
in cash, and made no further claim. There- 
after, the son received the surplus income of 
the trust and where the income did not reach 
$1500, made up the deficiency. At Elizabeth’s 
death, the value of the principal was $24,151, 
and the lower court surcharged trustee the 
difference between that amount and $30,000, 
on the ground that trustee had been supinely 
negligent in making the settlement of the 
note and collateral. 


HELD: Affirmed. Settlor’s covenants under 
the Deed of Trust formed a basis for claim 
against his estate to the extent of requiring 
the estate to set aside sufficient assets to 
secure performance of the covenants. Failure 
of trustee to enforce this claim constituted 
neglect that a person of ordinary prudence 
would not have committed. The temporary 
gain in income was not unequivocally bene- 
ficial to the trust when compared to the actual 
loss of the security. Acting upon the advice of 
counsel is a factor in determining good faith, 
but it is not a blanket immunity in all cir- 
cumstances. 


COMMUNITY PROPERTY — Apportionment 
of Federal Tax Based on Entire Estate 


Louisiana—Supreme Court 
Succession of Ratcliff, 30 So. (2d) 114. 


The decedent, survived by his wife, left 
$109,236 of community property and separ- 
ate property in a much larger sum. Although 
the wife is owner of one-half of all com- 
munity property and entitled to certain 
preferences in the other one-half, all com- 
munity property is subject to Federal estate 


TRUST OFFICERS: 
To effect profitable sale of better grade 
properties — retail, warehouse, industrial 
— located in any city, now leased to or — 
suitable for lease to best rated corpora- 
tion tenants — 


CONSULT SPECIALIST — 


in Institutional Investment and 
Chain Store Leasing. . 


eo 
RAY N. BRINKMAN 





L. BERGMAN INC. 


ClIrcle 





MARCH 1948 


Appraisers and Buyers of Rare Jewels 


« estate specialists » 


680 Fifth Ave. 
New York, N.Y. 





taxes with minor exceptions. The interest of 
the widow in the community property was 
5.8% of the total (community and separate) 
estate. The Executor sought to assess a pro- 
rata of 5.8% of the estate taxes against the 
surviving widow. The widow urged that, since 
her interest was solely in the community, her 
taxes should be measured by the tax she 
would have paid had there been no separate 
property. The district court decided in favor 
of the Executor. 


HELD: Affirmed. In the absence of an ap- 
portionment statute, courts will resort to equit- 
able principles in determining how the tax 
burden should be distributed among those who 
share in the taxed estate. Since there is but 
one estate for Federal taxation purposes and 
since the tax is levied on the whole estate — 
community and separate property — equitable 
principles demand that the burden be divided 
between all persons sharing in the estate in 
accordance with their respective interests. 


NOTE: The effect of this case is to adopt 
judicially, provisions similar to those which 
have been enacted by statute in other states, 
for the apportionment of Federal estate taxes. 
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COMMUNITY PROPERTY — Tax Status of 
Property Acquired in Non-Community 
Jurisdiction 

California—Supreme Court 


In Re Miller, 31 A.C. 188, Dec. 18, reversing 182 P. 
(2d) 628. 


Decedent accumulated certain property in 
Iowa during marriage. He came to California 
in 1921 and died in 1945, holding in joint 
tenancy with his wife, who survived him, 
$36,000 in real property and $27,000 in in- 
tangible personal property, all of which was 
acquired with Iowa savings. The State Inher- 
itance Tax Act then in effect provided that 
“for the purposes of this act, intangible per- 
sonal property wherever situated, heretofore 
or hereafter acquired while domiciled else- 
where, which would not have been the separate 
property of either husband or wife if acquired 
while domiciled in this state, shall be deemed 
to be community property.” (Inheritance Tax 
Act of 1935, $1, subd. 2). This proceeding is 
to fix inheritance tax. 


HELD: Real estate was excluded from the 
benefits of the quoted statute. “Intangible 
personal property,” as used in the statute, 
means when first acquired at original domiciie. 
The source is to be disregarded, unless the 
property is in the form of intangible personal 
property at time of death. 

NOTE: By Laws, 1947, Ch. 734, the statute 
was made applicable to all personal property. 


COMPENSATION — Attorneys’ for Benefici- 
aries Must Look to Clients for Fees 


Pennsylvania—Supreme Court 
Purman Estate, 358 Pa. 187. 


Daughter, having a one-third interest in 
the estate, orally retained Lawyer Montgomery 
to represent her in the settlement of the estate. 
She retained lawyer Harrison to associate with 
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Montgomery in real estate transactions, but 
Harrison alone represented the daughter in 
matters pertaining to the personal estate. Har- 
rison secured a written power of attorney, 
allowing him 40 per cent of amounts received 
or recovered by suit or settlement after the 
payment of Montgomery’s fees. The daughter 
and the widow settled their differences, and 
the daughter conveyed her interest in the real 
estate and assigned her interest in the per- 
sonal estate. At the audit of the Admin- 
istrator’s Account before the Orphans’ Court, 
Montgomery and Harrison claimed their fees 
from the daughter’s distributive share but 
were rejected. 


HELD: Affirmed. The agreements between 
the daughter ‘and her attorneys were neither 
legal nor equitable assignments by her of her 
share of the estate. The attorneys did not have 
retaining liens since neither ever had pos- 
session of the daughter’s share, and they did 
not have charging liens since neither had 
created the fund for distribution or had de- 
fended it from depletion by unjust claims. 
While the daughter is clearly indebted to the 
attorneys for their services, the dispute is be- 
tween living persons which cannot be settled 
in the Orphans’ Court, but only in an action 
at law where either party has a constitutional 
right to a trial by jury. 


DISTRIBUTION — Aunts, Uncles and Nieces 
are Related in Equal Degree 


Canada—High Court of Justice 
Supreme Court of Ontario 
Re Bailey, 1948 O.W.N. 102. 


This was a motion by the administrator of 
an estate for the advice of the Court as to 
who were the persons entitled to share in the 
estate. The deceased was survived by a niece 
(the daughter of her late brother), three 
uncles and an aunt. The Ontario and Dominion 
succession duty departments took the position 
that the whole of the estate went to the niece. 


HELD: Interpreting Section 29 of The 
Devolution of Estates Act (Ontario), the 
uncles, the aunt and the niece were all related 
to the deceased in equal degrees and were 
entitled to share equally in the estate. 


DISTRIBUTION — City is Not Representa- 
tive Within Lapse Statute 


Maryland—Court of Appeals 

Mayor and City Council of Baltimore v. White, 56 A 

(2d) 824. 

Husband and wife, who had executed ident- 
ical wills at different dates leaving all proper- 
ty to each other, were found dead in their 
apartment. He left no relations but she left 
nephews and nieces who contend that the 
husband survived and under his will and as 
the wife’s next of kin they are entitled to both 
estates. The City of Baltimore claims that the 
spouses died simultaneously and under the 
Uniform Simultaneous Death Act the hus- 
band’s estate passes to it as representa- 
tive. The Act provides that where there is 
not sufficient evidence that the parties died 
other than simultaneously the property of 
each shall be disposed of as if he had sur- 
vived. The Code provides that a bequest shall 
not lapse because of the death of the legatee in 
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the lifetime of the testator but shall have the 
same force and effect as if such legatee had 
survived. 


HELD: The next of kin of the wife are 
entitled to the estates as distributees or repre- 
sentatives of the legatee. If the husband sur- 
vived, under the Act his property passed to 
the wife’s representatives, the defendants 
herein. If the wife survived, since the husband 
had no representatives, the property passed 
as intestate property to the defendants, heirs 
of the testatrix. The City would receive funds 
only where they remain undistributed for want 
of legal representatives of the intestate. 


DISTRIBUTION — “Heirs” Determined as of 
the Date of Death of the Testator 


Massachusetts—Supreme Judicial Court 
Bagley v. Kuhn, 1948 A.S. 209, Feb. 4. 


The testator was survived by a son, W, and 
a daughter, M, the son having one child and 
the daughter two, of whom one was a daugh- 
ter, Martha. He created a trust for the benefit 
of M for life, remainder to her children living 
on her death. If any child was a daughter her 
share was to continue in trust for her life 
and on her death the principal was to go to 
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her issue; but “if she shall leave no issue 
then I give the same to my heirs at law.” The 
granddaughter Martha, died in 1945, without 
issue. The question was whether “heirs at 
law” meant heirs at the testator’s death, in 
which event the remainder went to M and 
W, or at the death of the granddaughter 
Martha, in which event the heirs were a 
daughter of Martha’s brother and a daughter 
of W. 


HELD: There was nothing in the will to 
take the case out of the general rule that heirs 
are to be determined as of the date of the 
testator’s death. The provision in the will 
that the life interest of M was to be inde- 
pendent of her husband and not to be liable 
for his debts was not sufficient to require a dif- 
ferent construction. 


There was also a question as to the devolu- 
tion of the half interest which passed to W. 
He left a wife and daughter. By his will he 
gave the residue of his property to trustees 
for the benefit of the wife and daughter, with 
remainder to his daughter’s issue and a gift 
over if she left no issue to the heirs of his 
father (X) the living. The daughter claimed 
that the interest now before the court did 
not pass under his will but went as intestate 
property. Under the rule that a construction 
resulting in a partial intestacy is not to be 
adopted unless plainly required by the will, 
W intended to dispose of all his property, and 
accordingly W’s half of the fund passed to the 
trustees under his will. It could not be main- 
tained that the will passed only property in 
his possession and did not pass subsequent 
interests. 


JURISDICTION — Constructive Service on 
Non-Resident Devisees Sufficient 


New Mexico—Supreme Court 


Sullivan v. Albuquerque Nat. Trust & Savings Bank, 
188 P. (2d) 169. 


Plaintiff sought an adjudication against the 
administrator with the will annexed of his 
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wife that certain property standing in her 
name was community property and therefore 
his by right of full ownership. The court 
dismissed because of want of indispensible 
parties, to wit, non-resident legatees and de- 
visees who were served outside the state. 


HELD: Reversed. In actions involving per- 
sonal property the executor or administrator 
is deemed to represent beneficiaries so that 
they are not necessary parties. As to the real 
estate, devisees are generally indispensable 
parties. However, this proceeding was in the 
nature of an action to quiet title. Hence con- 
structive service on the devisees was sufficient. 


LIFE TENANT & REMAINDERMAN — Life 
Interest Without Gift Over Vests in Life 
Tenant 


California—District Court of Appeals 
Estate of Welch, 83 A.C.A. 529, Jan. 27. 


Welch left half his estate to his daughter 
Vella, the other half to Vella in trust for his 
grandson, Thomas, son of a deceased son. The 
grandson was killed in the military service in 
1945, leaving a wife and child. In a petition 
to determine heirship and an action to quiet 
title, the claimants to share of deceased grand- 
son Thomas being on one hand his widow and 
child and on the other testator’s daughter 
Vella. The trust for the grandson Thomas 
provided for paying him the income or prin- 
cipal necessary for his care, maintenance and 
education until he attained twenty-five, control 
of estate being vested in trustee until he 
attained that age and the trust providing that 
he should have no vested right in the net 
income or principal until that time. On 
Thomas’ attaining the age of twenty-five, the 
trustee was directed to convey the trust estate 
to him. 


HELD: A vested interest was created in 
Thomas. The principle of law favoring vesting 
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of interest is referred to; also the fact that 
there was no gift over in the event of his 
death. Clause relating to deferring of vesting 
in grandson was held to relate only to pos- 
session of estate and not as carrying any other 
and more technical significance. 


MORTGAGES — Request Not to Proceed on 
Mortgage Held Not a Gift 


Nebraska—Supreme Court 
Rawls v. Hewitt, 30 N.W. (2d) 623. 


Testatrix provided that no proceeding be 
taken on the mortgage she held on her sis- 
ter’s home. Plaintiff, daughter of the now 
deceased sister and owner of the land, sought 
a construction to the effect that the mortgage 
was discharged. Defendants, residuary leg- 
atees, claimed that enforcement of the mort- 
gage was prevented only during the life of the 
sister, and they were upheid. 


HELD: Affirmed. From a reading of the en- 
tire will it seems that the testatrix had the 
welfare of her sister in mind. Most of the 
provisions provided for the use of her property 
by the sister during her lifetime. If she 
had desired to cancel the mortgage she could 
have done so in apt language. 
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Powers — Appointment — Power Duly 
Exercised by Residuary Clause of Will 


Massachusetts—Supreme Judicial Court 


Boston Safe Deposit & Trust Co. v. Painter, 1948 A.S. 
201, February 4, 1948. 


Petition by a trustee for instructions as to 
whether a power of appointment under the 
will of X, a resident of Massachusetts, was 
duly exercised by the residuary clause of the 
will of A, a resident of Florida. X’s will created 
a trust for the benefit of A’s mother, and 
on her death for A, with a general testa- 
mentary power in A on his death, taking 
effect on the death of the survivor of A and 
his mother. A also had a power under another 
trust created by X during his lifetime. By the 
second clause of his will he gave “the rest, 
residue and remainder of my property of 
whatsoever kind and nature of which I shall 
die seized and possessed or may thereafter 
become part of my estate” to his wife. The 
second sentence in this clause specifically exer- 
cised the power conferred by the inter vivos 
trust, but he nowhere mentioned the power 
created by the will. He knew of this latter 
power, but had not received any of the 
income, as his mother survived him. He had no 
issue. 


HELD: The question was to be determined 
by the law of Massachusetts, where the creator 
of the trust was domiciled and not by the law 
of Florida, the domicil of the power. The 
power was duly exercised by the residuary 
clause of the will. The question is not whether 
a will shows affirmatively an intention to 
exercise the power, but whether it shows 
affirmatively an intention not to exercise it. 
The fact that he had not at any time enjoyed 
the income is of no great significance. Also 
the fact that he specifically mentioned the 
other power is not conclusive because he had a 
special reason for exercising it, since he pro- 
vided that his wife should have the option of 
taking the whole fund at once or accept pay- 
ments as they had been previously made to 
him. The court was also influenced by the 
fact that in default of appointment the fund 
would go to relatives no nearer than aunts 
or cousins instead of to his wife. 


Powers — Appointment — Power to Ap- 
point to a Charity does not Limit Donee 
to One Appointee 


New York—Surrogate’s Court, Kings Co. 
Matter of Schmadeke, N.Y.L.J., Feb. 26. 


Each child of the testator was empowered 
to appoint a specified fraction of the principal 
of his trust “to such charitable, religious or 
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educational institution or corporation as he 
shall designate.” Each child appointed to 
more than one charitable, religious or educa- 
tional institution. 


HELD: Testator’s intent is clear that he 
desired the proportionate amount of each 
trust to be devoted to charity, religion or 
education, without limiting the power of selec- 
tion to any one institution or corporation. The 
exercise of the power of appointment by cach 
of testator’s children by selecting more than 
one beneficiary thereof is, therefore, valid and 
effective.” 


PowErRs — Limitations —- Circumstances 
Showed Intent to Authorize Self-Dealing 
by Trustee 


New York—Surrogate’s Court, Westchester Co. 
Matter of Hubbell, N.Y.L.J., Feb. 11. 


Principal was directed to be paid to the 
testatrix’s husband, upon his request, to the 
extent necessary to make up the difference 
between the income of the residuary trust and 
$10,000 in any year. The husband and a trust 
company were the trustees. Practically the only 
asset of the trust was one-half the stock of 
a corporation, of which he was a director, the 
other half being owned by him. The business 
property which was transferred to the corpor- 
ation by the husband was used in his business 
and one dwelling was occupied by him. For a 
time a representative of the corporate trustee 
acted as a director of the corporation; on his 
death the vacancy was not filled. 


The testatrix died in 1931. In 1935 the 
estate sold some shares of the stock to the 
corporation to pay estate taxes, administra- 
tion expenses and the husband $10,000 for the 
year 1935. An account of the trustee was 
judicially settled in 1935 without giving de- 
tails of the stock sale, such as the purchaser’s 
name or how the price was fixed. 


The account now before the court, covering 
the period 1935-45, showed that in the years 
1936-43, payments to the husband consisted 
almost entirely of principal which was obtain- 
ed by sale of stock to the corporation at its 
inventory value of $370 per share. In each 
of the years 1935-43 there was a net loss 
after depreciation; but in each of such years 
there was an operating profit before deprecia- 
tion. In 1944, a new appraisal of the corporate 
assets showed the book value of the outstand- 
ing stock then, and now, at $152 per share. 


The trustees sought the advice and direction 
of the Court as to the propriety, price, manner 
and time of sale of: additional stock to meet 
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the requested payments for years subsequent 
to 1943. The remaindermen objected to the 
account, principally upon the ground of self- 
dealing. 


HELD: Relief requested by the trustees 
granted. The sale of the requisite number of 
shares to meet the amounts due from principal 
for the years 1944-1947 at the price of $152 
per share, will be approved. The 1935 decree 
was not ves adjudicata as to the self-dealing 
issue since it did not disclose particulars of 
the sales. Although the Court had no juris- 
diction to pass upon the internal management 
of a corporation, its control over fiduciaries 
empowers it to control their conduct as cor- 
porate directors and officers. This is especially 
so when the trustee’s private ownership of 
corporate stock when added to the fiduciary 
ownership amounts to corporate control. 


The circumstances showed that the testatrix 
must have intended to authorize self-dealing. 
The testatrix’s knowledge of the corporate 
assets, that she and her husband owned the 
corporate stock equally, that her one-half 
comprised practically her entire estate, and 
that her husband was the principal manager 
of the corporation, taken with the mandatory 
direction to pay principal annually upon the 
request of the husband and the appointment 
of the husband as a co-trustee, showed that 
the testatrix contemplated the performance 
of the very acts which were objected to. 


There being no unauthorized self-dealing, 
the objectants had the burden of establishing 
that losses were caused by the trustees’ neg- 
ligence. The Court was unable to find such 
negligence and determined that the real estate 
operations were affected by unfavorable con- 
ditions in the real estate market. 


New York fiduciaries have no power to with- 
hold income as a reserve for depreciation, not- 
withstanding that for income tax purposes such 
depreciation is allowed to them. If the corpor- 
ate entity were disregarded, the estate’s share 
of income before depreciation would be pay- 
able to the income beneficiary. But even if 
that were done, the maximum amount of in- 
come so available here would not have exceeded 
annually $4,650., even though the estate stock 
had remained constant. But the trustees could 
only have raised the additional funds annually 
by the means which they employed; and the 
recurring demands against the stock would 
necessarily result in an annual decrease in 
the estate’s holdings. Such diminution would 
be due to the provisions of the will rather 
than the trustee’s acts. 
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PowErRs — Limitations — Executors and 
Trustees Denied Right to Appeal from 
Decision Adverse to Estate 


California—District Court of Appeals 
Estate of Kessler, 83 A.C.A. 630, Feb. 5. 


Respondent Linton rendered certain services 
to Karen Dee Kessler, a minor, sole beneficiary 
under will of decedent Dorothy Kessler and of 
the testamentary trust created by it. Probate 
court allowed fees from estate of decedent for 
Linton’s services. On this appeal from that 
order, appeal dismissed. 

HELD: Affirmed. Executors and trustees 
under will of decedent are in their official 
capacity indifferent as between real parties in 
interest and have no right of appeal. 

NOTE: The old case of Goldtree v. Thomp- 
son, 83 Cal. 420 (1890), seems to support the 
result reached by the court, but it seems pretty 
obvious that any rule which says that a 
trustee is not in a position to protect his 
trust against charges of any kind believed to 
be unauthorized or excessive needs modifica- 
tion, and that the Goldtrvee case should no 
longer be followed. A District Court of Appeal 
would of course have no authority to overrule 
it. Opposed in principle to the Goldtree case 
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are many cases in California and elsewhere 
holding that a trustee may have a duty to 
appeal from a judgment which he is advised 
is erroneous. Gray v. Union Trust Co., 171 
Cal. 637, 154 P. 306, (1916; duty of trustee to 
appeal from judgment terminating trust at 
suit of settlor); Miller v. Pitman, 180 Cal. 
540, 545, 182 P. 50 (1919); Estate of Hubbell, 
121 Cal. App. 38, 8 P. 2d 530 (1032); Restate- 
ment, Trusts, §§177d, 178a; 2 Scott, §178. 


Powers — Limitations — Sales by Trustee 
— Confirmation by Court Affirmed Al- 
though Not Required by Will 


California—District Court of Appeals 
Estate of De La Montanya, 83 A.C.A. 461, Jan. 22. 


Decedent gave trustee authority to sell with- 
out court order or confirmation. A successor 
trustee filed a petition reciting that it had 
sold certain designated property for $130,000, 
and asked court to affirm the sale. A bene- 
ficiary filed objections to the sale. It appeared 
at the hearing that the trustee had been in 
the habit of asking court’s approval of all its 
acts without waiting to report them in annual 
accountings. It further appeared that the 
offer of the bank to sell was “on confirmation 
of sale by the above entitled Court.” 


HELD: It was proper practice to instruct 
trustee to accept higher offer made and ac- 
cepted in open court, the higher bid being 
made by someone other than the original 
bidder. The earlier bid amounted to agreement 
between the parties that sale was subject to 
confirmation. [Query, Could the parties by 
agreement confer jurisdiction on the court 
which it would not have had otherwise?] This 
petition comes within the scope of Section 
1120 of the Probate Code authorizing petitions 
for instructions. The language is broad enough 
to give jurisdiction over all controversies aris- 
ing between a trustee and a beneficiary where 
the method of operation or the good and 
sound judgment of the trustee is involved.” 


[Query, as to the “good and sound judg- 
ment of the trustee,” wouldn’t this result in 
transferring entire administration of trust 
to the court, as apparently this trustee was 
in habit of doing?] 


REVOCATION — Change in Will Dependent 
upon Validity of Substituted Gift 


Pennsylvania—Supreme Court 
Braun Estate, 358 Pa. 271. 


In 1926 testator executed will giving $50,000 
in trust for his adopted daughter, Mildred, 
and the residuary estate to his wife. Mildred 
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was not adopted by his wife. When Mildred 
was 31, married, and the mother of two chil- 
dren, testator by codicil provided .. . “revoke 
the trust fund ... and substitute a lump sum 
of dollars in cash.” 


The lower court awarded the $50,000 trust 
fund to Mildred outright, applying the doc- 
trine of dependent relative revocation, and 
ruling that the revocation was conditioned 
on the effectiveness of the substitutional gift. 
The widow appealed, alleging that the revoca- 
tion in the codicil was unqualified, and that 
the substituted gift was void for uncertainty. 

HELD: Affirmed. The provision in the codicil 
was not a revocation but a substitution, and 
because the substitutional gift was never 
completely defined, there existed no testa- 
mentary purpose for the so-called revocation 
that can be derived from anything the testator 
indicated by either the will or codicil. Since 
the daughter’s circumstances had changed 
when codicil was written that testator desired 
merely to revoke the trust fund and substitute 
an outright gift of a certain number of dollars. 
At no place in the codicil did he ever indicate 
that his daughter was to cease being an object 
of his testamentary bounty. 


WILLs — Construction — Annuity by Will 
Does not Merge with Intestate Remain- 
der 


Pennsylvania—Supreme Court 
Yeisley Estate, 358 Pa. 200. 


Will provided for a legacy of $1,000 payable 
$200 annually, $25 a month for life for a daugh- 
ter, and $300 a year for college expenses for 
three persons, with directions for repayment. 
The residue given to religious uses was void 
because of the death of the testator within 
thirty days and an intestacy resulted. The 
next of kin were the daughter and a child of 
a deceased son. 

The lower court directed a sufficient sum be 
set aside to meet the deferred legacies and 
the annuity to the daughter, and awarded the 
balance to the daughter and grandchild equal- 
ly. Grandchild appealed, contending that the 
daughter’s annuity and her remainder interest 
merged, and therefore, both she and the grand- 
child were entitled to their entire one-half 
shares immediately. 

HELD: Affirmed. A merger only occurs 
where there is a life estate in the whole and 
a vested interest in remainder. Here, the re- 
mainder interest was in the residue and not 
in the whole estate. The daughter received 
the annuity by will and the share of the resi- 
due by intestate law. There is, therefore. no 
merger. 
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WILLS — Construction — Interest Con- 
strued to be for Life of Widow where 
She is Co-executor with Remainderman 


New Jersey—Court of Chancery 
Feger v. Higgens, 56 Atl. (2d) 132. 


Decedent provided: “Third: As to the rest, 
residue and remainder of my estate, be it 
real, personal or mixed, of whatsoever kind or 
nature or wheresoever found, I give, devise 
and bequeath unto my beloved wife, Mary E. 
Feger, for her maintenance and comfort, as 
long as she is my widow: should she marry 
again, then she is to receive one third of said 
estate, the two thirds to be divided to my 
two daughters, Mildred and Margaret, share 
and share alike and to their heirs forever.” 
The widow, serving in a co-executrix capacity 
with one of her daughters, sought construction 
of the will, contending that she was entitled 
to all of the residue outright and absolutely. 


HELD: It was the testator’s intent that his 
wife have a life estate until remarriage and 
one-third of residue upon remarriage. Tes- 
tator’s wife was not given a general power 
of disposition. This fact, plus the appointment 
of daughter as co-executrix, substantiates fore- 
going construction of decedent’s true intent. 


WILLS — Construction — Law Favors 
Vesting of Remainders 


United States—District Court of Columbia 
American Security and Trust Co. v. Sullivan, 72 F. 


Supp. 925. 

Testator placed his residuary estate in 
trust with his step-daughter as income bene- 
ficiary and upon her death the principal was 
to be distributed in equal shares to 25 named 
nephews and nieces. The Trustee asked the 


Court to determine the status of the 25 re- 
mainder shares. 
HELD: The remainder interest involved 


should be considered as vested at the death 
of the testator and not contingent, for the 
reason that it has long been the law that 
estates shall be held to vest at the earliest 
possible moment unless there is a clear mani- 
festation of the intention of the testator to 
the contrary, and that the law will not con- 
sider a remainder to be contingent when it 
can be held to be vested. 


The children shall take the share of a de- 
ceased parent who has predeceased the life 
tenant. As to the nephews and nieces who 
died after the testator and before the death 
of the life tenant leaving no children, there 
Was no divestiture and their share should go 
to the estate of the deceased nephew or niece. 
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WILLs — Probate — When Testator and 
Subscribing Witnesses are All Deaf and 
Dumb 


New York—Surrogate’s Court, Queens Co. 
Matter of Theis, N.Y.L.J., Feb. 26. 


The testator and both subscribing witnesses 
were deaf and dumb. 


HELD: The will could be proved on the 
testimony of a witness that he was well 
acquainted with the testator and the subscrib- 
ing witnesses, and knew that all three were 
capable of communicating by means of the 
sign language; and then having such witness 
act as an interpreter when the usual ques- 
tions were put to the subscribing witnesses. 


WILLs — Construction — Performance of 
Condition Subsequent Absolved by 
Death 


Wisconsin—Supreme Court 
Byers v. Rumppe, 251 Wis. 608, 30 N.W. (2d) 192. 


Testatrix gave her daughter an estate in 
fee simple in which each of the testatrix’s 
incompetent sons was given a life estate on 
condition that the daughter should remain with 
the sons after the testatrix’s death and help 
maintain a home for them. If the daughter 
failed to do so, the life estate was to become 
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a fee in the sons. The daughter cared for her 
brothers for a period after testatrix’ death 
and then died, leaving her brothers surviving. 
It was contended that a conditional limitation 
was involved. and that since the daughter was 
unable to fulfill the condition by reason of 
her death, the fee vested in her brothers. 
HELD: To give proper effect to testatrix’ 
wishes, the will must be interpreted as pro- 
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viding for a condition subsequent, performance 
of which is absolved by death. It cannot be 
said that it was testatrix’ desire to have her 
daughter maintain her sons and then forfeit 
her interest in the estate by reason of her 
death. Conditions of defeasance of an estate 
granted are not looked upon with favor unless. 
this type of estate was clearly contemplated 
by the testatrix. 
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